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EXECUTIVE SUMMARY 


This proposed project will strengthen and expand on the current USAID/WOCCU and 
movement program to support efforts by local savings and credit union (SCU) promoters and 
legislators to re-introduce SCUs into Ukraine. World Council of Credit Unions and its 
affiliated organizations will apply lessons learned and tested and innovative solutions and 
technologies used in the Polish SCU project and elsewhere to build SCUs in Ukraine. 


Needs: In Ukraine, the average citizen has little or no access to personal financial services. 
Increased competition is urgently needed to boost financial market efficiency by, not only 
expanding the availability of savings instruments to the mass market, but also by increasing 
the supply of loanable funds to the average citizen for both productive and consumer 


purposes. 


Ukraine requires people trained to organize and manage profitable, safe and sound, private 
financial institutions. There is also an urgent need for mechanisms to enhance individual 
participation in social, political and economic decision making and thereby strengthen the 
process of democratization. Through SCUs, people can participate in the development of 
enabling, versus controlling, financial-sector legislation and regulation to protect their savings 
and to ensure continued democratic and economic reform. 


Response to Needs: SCUs are democratic, member-owned, self-financing institutions. In 
Ukraine, as elsewhere, USAID and WOCCU, SCUs have provided consumers, small 
producers and small businesses with direct access to savings and credit services through 
credit unions. An expanded SCU system will provide Ukraine with an effective alternate 
financial system serving thousands of members. This competition with other financial 
institutions will ultimately accelerate the transformation of a financial system presently 


- oriented to trading with the east and serving large-scale entrepreneurs and state-owned 


enterprises. 


The goals of this proposed program are: to promote financial market deepening and 
competition by developing and strengthening the ability of a least 40 savings and credit 
unions; and to improve the availability of personal financial services to individuals in 
Ukraine thereby improving the incomes and living standards of members, their families and 
their communities. 


The program focus will be on building internal capabilities in primary-level credit unions so 
they can play an increasingly significant role in national financial markets. Such capabilities 
include, among others: strategic and business planning, financial management systems and 
policies, marketing and promotion, risk management, savings administration, credit 
administration and delinquency control and collection systems. The project will provide the 
newly formed National Association of Ukrainian Savings and Credit Unions the resources 
and skills needed to define SCU interest, improve SCU laws, regulations and create a united 
SCU system. 


The purposes of the program are: to expand and improve delivery of savings services 
through credit unions; increase the availability of housing credit, for individual consumers 
and small producers of the Ukraine; support and stimulate competitive growth and 
development of the financial sector; to deepen financial markets and increase popular access 
to financial market services; to widen popular democratic participation in economic 
institutions at the community level and to widen popular democratic participation in economic 
policy dialogue at the national level. 


The strategy of this project will be to focus resources (project and movement) to achieve a 
significant impact on a limited group of 40 model savings and credit unions, to organize 
Ukraine’s credit unions through the newly formed NAUSCU and to build an adequate credit 
union legislation and regulation framework. 


Outputs: During this four-year program, 40 savings and credit unions will be developed in 
Ukraine, complete with: business plans, desktop computer assisted accounting and reporting 
systems; paying real returns on savings and charging market rates on loans; and applying 
safe and sound business practices and prudential standards. In at least three regions, an SCU 
developed under the prior grant will in turn serve as a low-cost learning center for training 
new leaders and staff who will form additional SCUs. In Ukraine, the project will train 400 
local leaders and 40 SCU managers in essential credit union processes. Six local project 
staff leaders will be trained in all aspects of credit union operations in U.S. credit unions and 
their support organizations. 50,000 members will be using the services of their SCUs at the 
end of the project. 2800 members will receive training in member responsibilities, 
democratic control, and basic savings principles and practices. Legislation, prudential 
supervision and rules and regulations will be strengthened to enable SCUs to grow, while 
protecting the members’ savings and ensuring accountability and safety. Government and 
local authorities will encourage the development of SCUs. An effective safety and soundness 
program will set financial standards and oversee audits and examinations. In the event of — 
surplus credit union savings, a mutual liquidity facility will be established in the newly 
formed NAUSCU. Elected volunteers will represent the interests of SCUs regionally, 
nationally and internationally, through the newly formed NAUSCU. Project staff, operating 
as leaders in NAUSCU will have developed the skills and experience needed to lead their 
member credit unions into a united and unified SCU system. 


Inputs: At the end of the project, WOCCU will provide NAUSCU with seven highly trained 
local Ukrainian staff. Each local project staff member will receive on-the-job training in US 
Ukrainian credit unions. Local project staff will train local saving and credit union leaders 
and staff to apply SCU operating methods, products and services to respond to members’ 
needs. Potential SCU membership groups and key leaders will be identified and trained in 
the principles and practices of credit unions. At least 40 local savings and credit union 
leaders/managers will receive on-the-job training in U.S. credit unions in all aspects of credit 
union organization and operations. Ukrainian speaking credit union experts from the U.S. 
will volunteer their time and participate in organized training and technical assistance 
programs in Ukraine, teaching basic credit union management. Short-term consultants will 


il 


also support a number of activities, including legislation improvement, development and 
adoption of rules, regulations and audit and examination systems. An SCU quality 
performance incentive program will support local SCU manager salaries on a declining basis 
and the achievement of specified performance criteria. CUNA Mutual, the U.S. credit union 
insurance group, working jointly with NAUSCU, will provide needed capital and support to 
develop life savings and loan protection insurance and fidelity bonding. The project and 
NAUSCU will work with the government of Ukraine to improve legislation and the rules and 
regulations required for project technical staff and volunteers to effectively operate and 
expand SCUs. Linkages between project-trained leadership groups, NAUSCU, WOCCU, 
the U.S. Ukrainian credit unions and other well-developed international credit union systems, 
ensure continuing support. 


Throughout the project, WOCCU will work with NAUSCU to help it become financially 
self-sufficient through a system of membership dues, fees for services and earnings on 
central finance facility operations; this will enable NAUSCU to take over limited staff 
functions by the end of the project. 


Project Core Costs: To support this development initiative, NAUSCU requests USAID to 


consider the following detailed proposal and core cost projections for a four-year 
development program. | 
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I. BACKGROUND 
A. Economic Situation in Ukraine 


The transformation initiated in Ukraine is unprecedented in scale and in its impact on its 
people. It is now recognized that the total economic revival may take from 15 to 20 years. 
The economic transformation has resulted in huge drops in output, much greater than 
anticipated. While the reform process had barely started in Ukraine, price controls and state 
regulation from the central government have been re-imposed and further output losses can 
be expected, unless the private sector is developed. 


During this period, tax revenues fell sharply, government expenditures exceeded revenues, 
and intra-regional trade deteriorated sharply. 


The breakup of the U.S.S.R. led to a breakdown in monetary control, undermining the ruble 
as a medium of exchange. Barter transactions increased and enterprises resorted to keeping 
foreign exchange earnings outside the country. This capital flight aggravated the plight of 
the ruble. At the same time, Ukraine introduced coupons as a substitute currency. 


Inflation increased substantially reaching 4000 percent. This increase in prices led to major 
increases in the amount of money printed, which primarily was absorbed through credits to 
government and public enterprises. Credit control was effectively nonexistent. Money 
presses financed the large budget deficits which resulted from the revenue losses due to a 
decline in economic output. In 1991, government spending increased to 48% of the GDP 
and government revenue remained at 34% of the GDP. In 1992, the government spent 70% 
of the GDP. In 1993, the government decided that deficit reduction did not matter and spent 
nearly 90% of the GDP. This resulted in heavy credits issued by the National Bank of 
Ukraine to the government. 


Declining exports and increasing debt-service payments forced large reductions in imports. 
Barter trade could not prevent further decline in inter-republic trade. 


Costs exceed income, however roughly 60% of the population have a plot of land to grow 
their own food and many people have two or more jobs. It is estimated that about 60% of 
private business transactions fall outside of the official tax rolls, largely due to high taxation 
on business profits. 


B. Financial Sector Situation 


The mono-bank system has been replaced with a two-tier banking system. The central bank 
no longer makes commercial loans, and financial intermediation is now carried out by 
commercial banks. The majority of the commercial banks remain under state ownership and 
have inherited the deposits and loans from the mono-system. As many of these loans were 
made to insolvent companies, a large proportion of bank loans are estimated to be non- 


performing. Poor quality loan portfolios are not readily revealed, and enforcement of 
financial discipline is difficult. Continued channelling of credit into insolvent companies has 
made credit scarce to profitable enterprises. Measures to deal with the poor quality 
portfolios should be implemented by the commercial banks. 


Many bank personnel had experience with mono-bank systems and while they are now 
gaining experience or training in assessing risk and credit worthiness of enterprises, 
information and skills need considerable improvement. The central bank is not yet able to 
provide effective banking supervision and reporting systems to generate the type of data 
required to fully assess commercial bank performance. Systems of cheque clearing remain 
slow, resulting in the need to hold large excess cash reserves within individual banks. As 
banks cannot readily transfer excess funds to other banks with better lending opportunities, 
they compensate with high margins between deposit and lending rates. Lack of effective 
competition, ineffective payments systems have forced business and households to hold large 
amounts of cash for transaction purposes. Current training and technical assistance programs 
supported by USAID are designed to develop appropriate skills and correct many of these 
deficiencies; and improvements are being made. 


Strong political groups linked the need for issuing the now worthless coupon, to national 
sovereignty. As the conditions required to conduct effective monetary policy and manage the 
new currencies were not in place, severe economic instability resulted. 


Cc. Statement of Needs 


Throughout Ukraine, the average citizen has little or no access to personal, small business or 
agricultural credit and savings services. Small and micro producers in Ukraine face great 
difficulties in obtaining capital. An inadequate financial system fails to reach large sectors of 
the population with a potential for savings, and fails to provide adequate credit services to 
small producers. Increased financial market deepening will increase financial market 
efficiency by expanding the availability of savings instruments to the mass market, thereby 
increasing the supply of loanable funds to both the productive and consumer sectors. 


1. Failed Financial System: The social and economic transformation of Ukraine is 
severely constrained by a financial system oriented to serving government, state- 
owned and large-scale commercial, industrial and agricultural enterprises. The 
average citizen has little or no access to personal, small business or agricultural credit 
and savings services. The nation’s financial markets remain highly concentrated and 
are inefficient providers of credit to the goods and services markets. Increased 
competition is urgently needed to increase financial market efficiency by expanding 
the availability of savings instruments to the mass market and thereby increasing the 
supply of loanable funds to both the productive and consumer sectors. 


2s Absence of Market Oriented Financial Skills: Ukraine lacks people trained to 
organize and manage profitable, safe and sound, private financial institutions. The 
lack of basic knowledge of supply and demand, financial markets, interest rates, 
profitability, financial analysis, etc. limits the ability of otherwise highly educated and 
capable leaders to establish and operate savings and credit unions which, in turn, 
could play a key role in developing efficient financial markets. 


3. Lack of People’s Participation: People have not been allowed a role in economic 
decision making or participation in evaluating or determining services provided by the 
financial sector. This has resulted in an absence of grass roots social, political and 
economic self-help volunteer efforts so common to a democratic society. There is an 
urgent need for mechanisms which will enhance people’s participation in social, 
political and economic activities and decisions and thereby strengthen the process of 
democratization. 


4. Inappropriate and Conflicting Legislation: Banking, privatization, cooperative and 
civil laws passed in haste frequently are in conflict, or simple not implemented by 
local authorities or the public, bringing confusion and despair to consumers and 
businesses. This situation severely constrains progress towards a free market 
economy. Policy dialogue focused on the development of enabling versus controlling 
legislation and individual protection is needed to ensure the continuation of democratic 
and economic reformation. 


II. PROPOSED SOLUTION 
A. An Efficient Alternative Financial System 


Savings and credit unions (SCUs) are uniquely positioned to increase the efficiency of 
Ukraine’s financial markets and hence their contribution to economic transformation and 
development. SCUs are private, democratic, self-financing institutions. They provide 
consumers and small producers with direct access to competitively priced market driven and 
structured savings and credit services. Savings and credit unions operate at low-cost, 
returning profit to their members after expenses and reserve requirements are met. Only 
professional staff are paid, while directors and committees contribute their time to ensure that 
financial services needed by members are provided. Credit unions increase family incomes 
through increased yields on savings and access to productive credit for income-generating 
investments in small business and agriculture. They help improve standards of living by 
providing consumer credit for household purchases, housing, health costs and education. 


B. Transfer of Skills and Technology 


The credit union system is an effective mechanism for transferring free market oriented 
financial services skills and technology. The international system of credit unions is well 


organized and includes a vast network of trained professionals and volunteers who facilitate 
the dissemination and transfer of skills and technologies related to financial analysis, liquidity 
management, capitalization, risk management, loan procedures, depositor protection, safety 
and soundness and low cost computerization. This system includes member-owned credit 
unions at the base, state and/or national leagues of credit unions which promote, enhance, 
represent and protect credit union interests, corporate central’s which act as central banks for 
credit unions, and WOCCU which coordinates development needs world wide. 


c. Credit Union Members Practice Democracy 


Credit unions serve as models of private, member owned, democratic institutions. 
Membership in a credit union is voluntary and open to all within the accepted common bond 
of association who can make use of its services and are willing to accept the corresponding 
responsibilities. Members participate in decisions affecting the credit union (one person, one 
vote) without regard to the amount of savings or volume of business. Directors and 
committee members serve voluntarily. Training and technical assistance for leaders and staff 
along with member education are key components of the international credit union 
development approach, ensuring membership control and sound performance over the long- 
term. WOCCU links professional and volunteers from well established credit union 
movements to newly developing ones, through a people to people effort. 


D. Policy and Legislative Reform 


The international system of credit unions consistently encourages greater utilization of market 
mechanisms in the financial service sector. This includes the development of enabling laws 
and regulations which encourage credit unions to grow and expand services without excessive 
controls, while achieving effective financial performance through audits and supervision. 
Elimination of subsidized credit, payment of positive returns on savings and deposits, and 
establishment of reserves are essential element of the savings and credit union development 
program. 


I. WORK IN PROGRESS 

A. Credit Union Development in Central and Eastern Europe 

A keen interest in savings and credit unions has accompanied the sweeping political and 
economic changes occurring in the Central and Eastern European countries and the Newly 
Independent States (CEE/NIS). The World Council of Credit Unions has played an active 
role in stimulating this interest and assisting people to start SCUs in their countries. 


In February 1992, WOCCU and the International Cooperative Alliance conducted a credit 
union development workshop for representatives of CEE/NIS cooperative organizations. 


Representatives from countries with developed cooperative movements and from international 
development agencies also attended the workshop. 


Several important conclusions were drawn at this workshop: 


@ The basic principles of SCUs -- net profit returned to members, services provided to 
members only, and member ownership and control through democratic processes -- should 
be adhered to as these institutions are introduced throughout the region. 


@ Credit unions serve as important alternative financial institutions providing financial 
services to individual consumers, farmers and to small business owners. 


@ Many of the Eastern and Central European countries already have some form of 
legislation which would permit the development of credit unions. 


@ WOCCU and its member organizations have been seeking ways to accelerate the 
introduction of credit unions into CEE/NIS countries. 


WOCCU’s assistance to the CEE/NIS regions varies by country. It is most active in Poland, 
where it has a 4 year $3.5 million credit union development project, and in Ukraine, where it 
has a 2 year $300,000 project, both funded by USAID. 


WOCCU has also just received a $1.89 million grant from USAID for savings and credit 
union development in Latvia and Lithuania. It has helped develop credit union laws in 
Latvia and Lithuania. WOCCU’s credit union operational manuals and training materials 
have been translated from English to Latvian and Lithuanian and key leaders have received 
training in U.S. and Polish credit unions. 


Support has also been provided by WOCCU to nascent SCU groups in Russia and the Czech 
Republic. As resources allow, requests from other countries in the region are answered. 


The international credit union system has contributed significant financial and human 
resources to WOCCU’s efforts in the CEE/NIS region. Credit union experts from the U.S., 
Canada, Ireland and Australia have, for example, voluntarily helped SCU promoters design 
the structures for their new movements, evaluate legislation and regulations and develop 
standards and procedures for SCU operations. Credit unions in the U.S., Canada and Ireland 
have made important financial and in-kind contributions to help train individuals from 
Poland, Ukraine and Russia through internships in their credit unions. As a new and model 
movement in the region, Poland provides orientation to newly formed credit union promotion 
groups in nearby countries and is making its network accounting software available to other 
movements who can then translate it and use it in their own SCUs. 


B. Credit Union Development in Ukraine 


WOCCU’s efforts to build a savings and credit union system in Ukraine began in late 1991 
with the visit to Chicago by representatives of the government of Ukraine who extended an 
invitation to establish credit unions in their country. Ukrainian-speaking credit union 
specialists and leaders from the World Council of Ukrainian Cooperatives in Canada and the 
USA helped WOCCU analyze the potential for credit unions in five regions and provide 
basic training on credit unions. 


In June 1992, WOCCU organized a second team which carried out training workshops for - 
potential members and organizers in five regions. Since then, several factors have impacted 
the development of SCUs in Ukraine: 


@ Seven Ukrainian interns -- key individuals from the regional/national credit union 

working group -- have received training in U.S. Ukrainian credit unions which included 

on-the-job practical experience and education in every aspect of credit union operations. ES 
Six of these interns are now working full time in credit union promotion and management. 

The internships in U.S. credit unions have been an effective way to transfer an 

understanding to key leaders of how financial institutions like credit unions must perform - 
in a market economy. Following these internships, local training programs are much 

more effective. 


@ As part of the current cooperative agreement with USAID, U.S. based Ukrainian credit 
unions have contributed $75,000 cash to meet movement contributions. 


@ Ukraine has well educated people who easily learn the basic requirements for the 
successful operation of credit unions. As a result, the promotion of credit unions has been 
very successful and has exceeded the current USAID project ability to develop each credit 
union to a high standard of performance. 


@ The law on credit unions (decreed in September 1993) provides considerable flexibility 
for credit unions to determine what financial services are offered to members and for 
setting their own reserve and capital requirements. Members of the President’s cabinet as 
well as a number of parliamentarians support expansion of the credit union program. 


® A workshop with a representative from the Central bank, the President’s office and the 
promotion committee was carried out in early 1994 in the U.S. It dealt with, among other 
topics, interest rates, taxation, supervision and regulation. Draft rules and regulations 
required to implement the credit union law have since been developed and will be = 
submitted to the appropriate authorities for review and approval during the next few 

weeks. 


® 18 credit unions are registered and are providing basic savings and loan services. 
Another 20 are in various stages of formation, each requiring basic training and technical assistance 


® Model credit union bylaws were translated, adapted, approved by the Ukrainian 
Promotion Committee and the Ukrainian Central Bank and made available to Ukrainian 


study groups and credit unions. 


@ Handbooks for board of directors, credit committees and audit committees were 
translated, adapted and made available to study groups and credit unions. 


@ Savings and credit unions have been dealing with hyperinflation by basing loans and 
loan repayments on the dollar value at the time of issuing the loan and at the time of 
repayment of the loan. This system protects the real value of savings. 


@ The National Association of Ukrainian Savings and Credit Unions (NAUSCU) was 
formed by Ukraine’s SCU’s in June, 1994. Volunteer NAUSCU directors will work to 
promote effective laws, rules and policies to ensure the continued growth of the credit 
union system. In June, 1994, NAUSCU was accepted as a member with observer status 
by WOCCU. 


IV. PROGRAM DESCRIPTION 
A. Need for Increased Effort 


The activities to date represent only the initial phase of a longer term development effort. 
Creation of a savings and credit union system in Ukraine cannot be done overnight. Based 
upon WOCCU’s experience in other countries, several years of support will be required to 
achieve a fully developed national SCU network serving millions of Ukrainian consumers, 
small farmers and entrepreneurs who need and want personal savings and credit services. 
Furthermore, specialized technical assistance is required to build the necessary management 
and leadership capabilities at both the credit union and NAUSCU levels. Such assistance is 
needed to assist in developing appropriate structures, systems and procedures. 


For these reasons, a proposal for a four-year credit union development project is being 
submitted. Through the provision of technical assistance, short-term consultancies, in- 
country and overseas training and financial support over this period of time, it is expected 
that 40 credit unions will be established and will operate on a safe and sound basis while 
providing needed savings and loan services to their members. At least seven locally hired 
NAUSCU project staff will be trained to provide effective technical assistance and training, 
thus building the foundation for continued expansion and growth after the project ends. 


B. Program Goals, Focus, Purpose and Strategy 


1. The goals of the project are to promote financial market deepening and competition 
by developing and strengthening the ability of at least 40 credit unions. 


The focus of the program will be on building the internal capabilities of the primary- 
level credit unions so that they can play an increasingly significant role in the national 
financial markets. Such capabilities include, among others: strategic and business _ 
planning, financial management systems and policies, marketing and promotion, risk 
management, savings administration, credit administration and delinquency control 
and collection systems. The project will provide the newly formed National 
Association of Ukrainian Savings and Credit Unions with the resources and skills 
needed to represent SCU’s interest, improve SCU laws, regulations and create a 
united SCU system. 


The purpose of the program is to expand and improve delivery of savings services 
through credit unions. This will enhance the production, consumption and amount of 
housing credit available to individual consumers and small producers of Ukraine. It 
will support and stimulate competitive growth and development of the financial sector. 
The proposed program is designed to contribute in the following way: 


@ To empower people in Ukraine by increasing employment opportunities, 
incomes, living standards, and wealth through access to quality financial 
services provided by credit unions. 


oe) To deepen financial markets and increase popular access to financial market 
services by strengthening credit union capability to provide competitive 
savings, loan, and transaction services to lower and middle-income families. 


@ To widen popular democratic participation in economic institutions, at the 
community and national level by helping credit unions and NAUSCU 
strengthen the skills of their volunteer directors, credit or supervision 
committee members and the financial management skills of SCU managers. . 


® To widen popular democratic participation in economic policy dialogue at the 
national level through the volunteer leadership of NAUSCU; to strengthen 
NAUSCU’s ability to represent the interests of its SCU membership and to 
help it monitor, regulate, and maintain SCU safety and soundness. 


O To further strengthen the pool of staff/leaders at NAUSCU who can continue 
to support SCU development. 


The strategy of this project will be to: 


© Focus local project staff on achieving project goals and objectives in close 
collaboration with NAUSCU. Each project staff under contract will receive 
project support (salary/etc.) as long as the employee achieves the specified 
performance levels and program goals and objectives. 


@ During the project, NAUSCU will be assisted in developing a financial base 
which will enable it to assume the costs of employing at least the key project 
staff by the end of the project. 


© Focus on results at the savings and credit union level through a contract 
between the project and credit unions. Each credit union under contract will 
receive assistance as long as it achieves specified performance levels, 


@ Focus on strengthening the ability of credit unions to serve their members, 


@ Focus resources (project and movement) to achieve a significant impact on a 
limited group of 40 model savings and credit unions. 


c. Program Outputs 


This project will build on the activities and results already achieved through the support 
provided by the current USAID New Initiatives project and by the U.S and Canadian credit 
unions working with WOCCU. Project activities will result in the following outputs in eight 
major project components: 


1. Savings and Credit Union Business Plans and SCU Organization 
@ Completion of 40 SCUs market studies and business plans. 
Se) Merger, reorganization or establishment of existing or new SCUs for a total of 
at least 40. 
2. SCU Internship Program 
@ 40 regional savings and credit union internships (most of these will be with 
credit unions in Poland with 2 -3 interns at a time) and another 40 internships 
in the U.S for a total of 80. 
© Definition and establishment of sound formal savings and credit union savings, 
lending, marketing and member service policies for participating SCUs. 
3. U.S. Credit Union Volunteers Program 
fe) Implementation of business plans for participating SCUs. 
4. Savings and Credit Union Management Incentive Program 
@ Establishment of a standardized savings and credit union accounting system. 


@ Definition, training and installation of uniform standards and guidelines for 
credit union operations. 


© Increased deposit savings growth in participating credit unions. 

Increased membership growth in participating credit unions. 

@ Increased volume of credit services to micro-enterprises and self employed 
businesses. 


Computerization of Accounting and Management Systems 


@ Computerized SCU accounting and financial management information systems. 
@ Trained system users including accountants, cashiers and managers. 


Financial Intermediation in an Inflationary Environment 


cS) Financial policy guidelines for both savings and credit operations in indexed or 
dollar denominated accounts. 

@ Strategic financial plans methodologies and guidelines for SCU operations in 
inflationary environments. 


Legislative Policy Dialogue 


) Improved savings and credit union act. 
@ Regulations and associated financial standards required for effective operation 
and member protection. 


Prudential Supervision and Regulation Development 


@ Framework for an integrated savings and credit union regulatory and 
examination system which assists the credit unions and the regulator protect 
credit union members’ savings. 

® Examination and Regulation: Policies, Procedures, Manuals including: 

@ Examination Procedures. 

® Performance Monitoring systems. 

@ Financial rating system. 

@ Supervisory controls and sanctions. 

® Workouts programs for problem SCUs. 


Program Inputs and Implementation Activities 


Local Hire Project Staff: A total of eight local hire project staff will be employed 
by this project through contractual agreements with WOCCU. Cost include local 
salaries, required fringe benefits, local and international travel and per diem. Local 
hire staff will be retained and employed solely for the purpose of carrying out this 
project, and shall not be responsible for non-project activities. 


10 


a. 


Contract Arrangements: NAUSCU will offer the WOCCU’s project manager 
candidates who meet the required qualifications. WOCCU and NAUSCU will 
select the most qualified candidates for the local project staff. Should there be 
a shortage of qualified candidates, WOCCU will ask NAUSCU to provide 
additional candidates. Each local staff selected by WOCCU/NAUSCU will 
sign a contract with WOCCU for the duration of the project and will report to 
and be supervised by the WOCCU project manager. Their term of 
employment, duties and responsibilities will be specified in the contract. The 
contract will be signed by WOCCU and endorsed by the President of 
NAUSCU. The local project manager will be supervised by the WOCCU 
project manager based in Madison. At the end of the project, NAUSCU will 
not be obligated to take over the employment of the local project staff. 


Local Project Manager will assist in organizing SCUs and training members, 
volunteer leaders and staff and act as local WOCCU’s project manager in 
Ukraine. The local project manager will also be responsible for administering 
project funds on WOCCU’s behalf in Ukraine. The local project manager has 
already received intensive training in credit union organization and operations. 
Additional training will be provided to this individual during the project. The 
scope of work for this employee is included in Annex A. 


Financial Management Specialist (FMS) will carry out the development, 


training and implementation of financial disciplines, standards, rules and 
regulations, provide oversight to computerization, accounting and auditing. 
During the project, this employee will receive additional training in 
stabilization, financial analysis, ratios and financial operating standards. 


Computerization Specialist will carry out computerization, software 
development and training of computerized accounting and financial 
management, through the contractual arrangement with WOCCU. The scope 
of work for this position is in Annex C. 


Trainers (2): will conduct locally organized training programs at the credit 
union learning center, at individual credit union sites and at locally available 
existing facilities. The scope of work for these positions is in Annex C. 


Legal Advisor will work with experts from the U.S. and Canada on the 
further development of appropriate legislation and regulations needed to 
improve credit union laws and regulations. 


WordProcessor/Translator will work to translate and reproduce training 
materials, operational manuals, etc. 
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h. Administrative Assistant will handle phones, billings and payments, keep 
accounts, etc. 


Project staff will provide direct technical assistance and training to SCUs which agree 
to expend the required level of effort to achieve the specified performance standards. 
Local project staff will be responsible to achieve the goals and objectives of the 
project and will not be diverted to non-project activities. 


Short-term Paid Technical Assistance 


Paid consultants will be engaged to carry out specific technical assistance activities. 
Terms of reference for consultancies will be prepared jointly by the project 
participants, based on the needs identified in annual work plans. Consultancies are 
likely to include: developing materials and courses for training trainers, conducting 
feasibility studies for selected financial services, overseeing the development of 
appropriate accounting and auditing systems, carrying out specific technical training 
courses, designing and developing computer applications, revising and improving 
legislation and regulations. 


Cost include daily consulting fees, international and local travel and per diem, 
translation and related production costs for reports/manuals. 


In-country Credit Union Training Program 


For the credit unions which have entered into contractual agreement, their elected 
officials and bookkeeper/managers will be provided with bi-monthly financial 
management and prudential policy seminars. Regular training will be institutionalized 
for these SCUs at both staff and volunteer levels through certification requirements to 
hold office or position. See Annex B for details. 


Credit Union Internships 


During this four-year program, 80 SCU leaders/staff from the SCUs under contract 
will be trained through internship programs. One leader and staff each from 20 SCUs 
will participate in 17-day internships in United States credit unions. A leader and 
staff from 20 other credit unions will participate in similar internships in Poland. 


The interns returning to Ukraine will take leadership responsibility for the formal 
organization of their credit unions, promotion of membership in the credit unions and 
will guide their credit unions in the development and implementation of sound 
management and financial policies and quality service to members. 


WOCCU will identify the U.S. credit unions which will host interns and will provide | 


them with guidelines for carrying out the training program. The Polish national credit 
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union association will identify from its member credit unions the ones which will train 
Ukrainian interns. Through the internships in the U.S., interns will see the scope and 
sophistication of services which an advanced movement can provide to its members. 
Through the internships in Poland, the interns will get hands-on experience in a 
recently well-developed credit union movement whose services are limited but of 
supreme quality. 


The U.S. credit unions hosting Ukrainian interns will be encouraged to develop 
longer term partnerships with the Ukrainian SCUs from which their interns come. 
The U.S. credit unions can provide on-going support in such areas as provision of 
computers, periodic visits, continued training and moral support. Thus, the initial 
investment of resources in financing intern and volunteer exchanges has a longer term 
high return of continuing private sector assistance and country-to-country citizen 
dialogue. See Annex D for the details of the intern program. 


Cost includes international travel, lodging, M&é&lI, local transportation, health and 
accident insurance and interpreters. Cost also includes three days local staff travel to 
select and orient each intern. The project will support the cost of a WOCCU intern 
coordinator for five person months per year. 


In-kind contributions include staff time to train interns, intern travel from residence to 
host credit union and training materials. 


U.S. Credit Union Volunteer Assistance Program 


WOCCU will work with the U.S. credit union movement to identify experts who can 
provide specific technical assistance to the selected Ukrainian credit unions on a 
volunteer basis. In some cases, the volunteer will come from the credit union which 
hosted interns; the volunteer would then directly assist the intern’s credit union. In 
other cases, the volunteers will be assigned to provide assistance which will benefit 
the entire movement, such as in creating credit union operating standards, guiding the 
drafting of the national association’s business plan, outlining self-sufficiency strategies 
for the movement etc. 


The project would pay for the travel-related expenses of the volunteer, but no fee 
would be paid for his/her technical services. In most cases, the volunteer’s employer 
will continue to pay his/her salary during the assignment. Note Annex E for details. 


Cost for 15 volunteers based on a 14-day program includes orientation, WOCCU 
recruiting and coordination, international travel, per diem, local transportation and 
miscellaneous costs. 


Volunteers or the U.S. credit union will contribute in-kind salary costs. 
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Savings and Credit Union Quality Performance Incentive Program 


An incentives program will encourage credit unions which have entered into the 
contract with the project, to achieve the necessary growth for long term sustainability 
and to adopt prudential policies and procedures to ensure that sustainability. Financial 
assistance to newly formed credit unions will be conditioned upon the growth of key 
indicators (such as membership, savings, and loans) and the implementation of 
prudential management policies. 


On the basis of the initial market analysis carried out by the project staff, existing and 
newly organized credit unions will present a business development plan with growth 
targets. The project will finance in decreasing form, the salary costs of hiring a 
professional manager for the credit union. Support available will start at 80 percent 
of salary in the first year and decrease to 25 percent in the fourth year. 


Assistance will be advanced for each quarter. Credit union progress in attaining the 
development plan targets will be monitored monthly and evaluated quarterly by the 
local project staff. If targets are not met and prudential policies are not implemented, 
assistance will be forfeited or modified. 


Cost includes funding of the CU manager’s salary at decreasing levels from 80% in 
year one to 25% in year four, conditional upon achievement of the business plan. 


Computerization of Accounting and Management Information Systems 


The introduction of computerization improves the timeliness of decisions on interest 
rate adjustments on loans and savings, delinquency identification and control, ability 
to offer new short and medium term savings mobilization instruments, monitoring of 
indicators of credit union financial health, and information base to guide marketing. 


The expansion of computerized accounting and management systems has significantly 
reduced transaction costs associated with financial services. This allows credit unions 
to more accurately and efficiently serve small savings accounts or small loans for 
which transaction costs are a large proportion of the balance. 


The use of computerized accounting systems also enhances the accuracy and 
transparency of credit union financial information and therefore, of prudential 
monitoring. 


WOCCU technical assistance support for credit union activities in Poland led to the 
Polish selection and continued development of the Infokopek software, (developed in 
Togo with USAID funds) on the basis of its demonstrated ability to meet user needs 
and its capacity for modifications to meet local needs. 
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This component will assess whether the Infokopek package is appropriate to improve 
credit union services to membership and whether the system is appropriate to support 
management decision making. Initial adjustments will be made to set policy and 
system parameters appropriate for Ukraine’s credit unions and credit union 
regulations. 


Implementation will include credit union preparation for computerization. Credit 
union implementation requires institutional commitment, accounting corrections, 
adoption of the standard accounting manual, implementation of standard 
administrative procedures, upgrading physical installations and user training. 


Implementation will also include installation of credit union hardware and accounting 
software, training of system users including accountants, cashiers and managers and 
continuing technical and training user support. 


Cost includes (in addition to the computerization specialist) 1 month consultation with 
Polish, Togo or other appropriate programmer to adapt best features of the Polish or 
Togo savings and credit union software including salary, travel, miscellaneous costs. 
The project will purchase one complete 486 PC, monitor, modem, printer for each 
credit union which participates in the credit union development contract. Cost will 
also include those associated with establishing a fee for service support software 
training and support program. 


Financial Intermediation in an Inflationary Environment 


Inflationary rates of monetary expansion reduce the real value of savings. This 
discourages savings mobilization, slows savings growth and increases the demand for 
financing for fixed assets. Inflation transfers income from savers who lose real value 
of their savings over time to borrowers who pay back loans in currency worth less 
over time. 


Savings growth requires more competitive market interest rates on share and deposit 
savings. For savings mobilization to be successful, effective interest rates on savings 
should be positive in real terms to offer an incentive to save. 


To avoid discouraging savings deposits, credit union management needs to have the 
flexibility and skills to adjust interest rates frequently. This is to maintain a positive 
real return to savers and to the credit union. The project will provide interest rate 
and spread management training to CU staff and volunteers. 


Given the history of hyper-inflation and consequent devaluation in Ukraine, there is 
little public confidence in financial investments. Therefore, the project will provide 
credit unions with training to establish a policy and practice of pegging both assets 

and liabilities to their dollar value in order to maintain constant real value of funds. 
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Saver confidence will require maintenance of real value in savings accounts. Savings 
amounts might be pegged to their dollar equivalent amount plus a competitive market 
retum. Loan contracts would include a clause pegging outstanding balance to the 
exchange rate dollar equivalent but operations will continue to take place in the local 
currency. 


A financial consultant will develop a methodology for strategic financial planning and 
train project local staff in training implementation. Such financial planning training 
will assist credit union staff in estimating savings growth, and determining appropriate 
interest policies to allow for adequate return to savers, financial and operating costs 
and accumulation of capital. 


Cost includes 1 WOCCU Staff: 1 week preparation, 2 weeks implementation, and 
project support visits. One financial consultant, 2 weeks preparation and 2 weeks 
implementation, related travel costs, and local seminars. 


Legislative Policy Dialogue 


The project and NAUSCU will carry out a credit union legislation/regulation/bylaws 
conference. The conference will provide intensive training in basic credit union 
legislation/regulation/bylaws to key individuals in the country involved in developing 
credit union legislation/supervision/model bylaws. 


Some participants will be working in governmental agencies and other will be 
involved in credit union development. The purpose of the conference is to develop an 
informed common movement personnel vision of credit union legislation and 
regulation appropriate for Ukraine. 


NAUSCU and WOCCU will design, implement, coordinate and document the results 
of the credit union legislation/regulation/bylaws workshop to be held in country. The 
expected duration of the workshop is of two working weeks. 


NAUSCU and WOCCU will carry out the following activities: 


a. Pre-work - Review, prepare and have ready for distribution relevant 
documentation and material for their use during the workshop. This will 
include: 


Content Guide for Laws Governing Credit Unions 

Evaluation Workbook 

International Digest of Laws Governing Credit Unions 

Credit Union Examination/Regulation System Guidelines 

Excerpts from the NCUA (National Credit Union Administration) Credit 
Union Examiners Guide 
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Credit Union PERLAS (Protection, Earnings, Return, Liquidity, Asset 
Quality, Growth) Rating System 
CUNA materials on Credit Union Bylaws 


Workshop Design - Prepare a final design in consultation with participating 
consultants. The agenda may include: 


Organization of Credit Unions 
Powers of Credit Unions 
Membership of a Credit Union 
Management of a Credit Union 
Shares and Deposits 

Loans 

Investment of Funds 

Reserves and Allowances 
Credit Union Associations 
Credit Union Stabilization Fund 
Changes in Organization 
Supervision and Regulation 
General Provisions 

Regulations 

Bylaws 


Workshop Implementation - carry out the 2-week workshop in two phases 
and document the results. Specific activities will include: 


Preparing work materials and supplemental information for the participants 
prior to the workshop. 

Organizing and facilitating the specific sessions. 

Preparing summary documentation of the workshop results in a timely manner. 
Obtaining workshop evaluations from the participants. 

Briefing KPMG/USAID on implementation and results. 


The Evaluation Workbook for Laws Governing Credit Unions will be the main 
working tool used by the participants throughout the workshop. In addition, 
this will be supplemented by the Content Guide and when needed, detailed and 
in-depth explanations from the WOCCU facilitator. 


The workshop participants may read and comment among themselves the text 
of each article of the Content Guide. They then try to reach a consensus on 
(1) whether the text was acceptable within the local legal environment, (2) 
required some modification or amendment and (3) noted which other legal 
texts would cover the same area. In many occasions the participants require 
an explanation of the reasons underlying the text. The explanations will cover 
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the experience of some of the Anglophobe provinces of Canada, the USA 
(federal and state) and the worldwide experience as gathered by WOCCU. 


Participants will: make a critical evaluation of the provisions which ideally 
should be included in a credit union act and put them in their own perspective 
and legal environment. Develop a list and guidelines of financial and 
managerial disciplines which may be required either by regulation and/or self- 
adopted bylaws. Identify key safety and soundness issues and discuss their 
merits. Clarify different regulatory approaches taken in other parts of the 
world and their rationale. 


Follow-up - WOCCU staff/consultants will carry out a follow-up consultancy 
to review the workshop results and support recommended follow-up actions. 


Cost includes fees, per diem and travel for 1 WOCCU Staff: 2 weeks 
preparation, 2 weeks implementation for phase one and one two week follow 
up visit. Conference costs for 2 legislative workshops are included. 


Costs include salaries, per diem, travel, misc. Phase 1 and 2 require two trips 
and two workshops. 


10. Credit Union Safety and Soundness and Prudential Supervision Regulation 
Development 


Safety and Soundness contracts will be entered into with participating SCUs. These 
SCUs will receive both financial and technical support as they achieve each 
benchmark along the way to a safe and sound, yet competitive financial institution. 


a. 


Prudential Standards: The incentives program and associated training will 
establish a set of minimum prudential management standards and guidelines for 


credit union operations. 


Before accelerating public savings mobilization, updated accounting systems 
and prudential standards need to be established in credit unions which will 
receive those savings. It is critical that before public savings are deposited in 
the credit unions, financial management disciplines of capital accumulation, 
loan classification, delinquency control, loan loss provisions and liquidity 
management be instilled in credit union management procedures and practices. 


On the basis of the legislation workshop conclusions, WOCCU and project 


staff/consultant will document and propose prudential standards for credit 
union operations. The modified and validated policy standards will be 
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documented with manuals and technical documents for each of the above 
policies. 


These will include: Credit Union internal controls guidelines and minimum 
standards and credit union policy guidelines for: 


Loan underwriting and classification standards, 
Loan charge-off and reporting requirements, 
Investment policy standards, 

Reserve requirements, 

Provisions requirements, 

Liquidity reserve requirements, 

Bonding requirements, 

Conflict of interest and ethical conduct rules, 


Legal responsibility and liability of officers: An SCU safety & soundness 
program will be implemented under the policy guidance of a volunteer national 
stabilization committee and NAUSCU and SCU boards of directors. 
Consultants will assist in developing operating standards and monitoring and 
enforcement systems to strengthen movement safety and soundness. 


Credit Union Auditing and Examination: The project will develop an 
integrated credit union auditing and examination system which serves the needs 
of the public, the credit union movement and the government. 


The increasing savings mobilization of credit unions will lead to their eventual 
rising participation in the financial market of Ukraine. This will be 
accompanied by a heightened commitment to protect public savings invested in 
credit unions through the development of a specialized, professional credit 
union monitoring, examination and supervision system. 


Through collaborative work with the National Credit Union Administration 
(NCUA), WOCCU has developed several regulatory training materials and 
implementation guides. These include the Credit Union Examiner’s Guide and 
Instructor’s Manual, Merger and Liquidation Manual, Workbook for 
Guidelines for Credit Union Safety and Soundness, Examination/Regulation 
Workshop and Instructor’s Manual, Overview of an Examination Regulation 
System for Credit Union Safety and Soundness, and Guidelines for Credit 
union Regulatory Safety and Soundness. These materials have been used for 
credit union regulatory training programs and workshops in Honduras (1991, 
1992), Guatemala (1992), Bolivia (1993), Costa Rica (1992), Puerto Rico 
(1992), Niger (1992), Barbados (1993), Dominican Republic (1993) and 
Poland (1993). 
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The purpose of the conference is to develop an informed common movement 
personnel vision of credit union supervision and regulation appropriate for 
Ukraine. 


WOCCU consultant/staff and project staff will conduct a regulatory assessment 
in Ukraine and lead an initial examination system design workshop. Jointly 
they will propose examination system guidelines and monitoring system 
recommendations for presentation to the credit union movement and regulators 
for supervision of credit union operations. WOCCU staff will lead a 
workshop review of these examination system guidelines. The workshop 
participants will prepare a report to recommend a design for credit union 
examination systems, auditor’s scope of work, examiner’s scope of work, 
credit union performance monitoring systems and supervisory controls and 
sanctions. 


Regulatory Assessment: WOCCU will assess the technical and financial 
capability of the designated movement association or government regulatory 
agency to effectively supervise credit unions in Ukraine. WOCCU will 
recommend steps to improve the effectiveness of regulation and supervision of 
credit unions, including the capabilities and steps required for the local credit 
union movement to establish a self-regulatory capacity. The following will be 
covered: 


1. -_ power to regulate: 
lending: underwriting requirements, maximum to be loaned to 
any one individual, and the maximum to be loaned to any 
official or insider, 


e) investments, 
@ fixed assets, 
@ capital requirements and limitations for transferring from regular 


reserves (i.e., prohibition to use reserves to pay dividend), 
© accounting standards, 


@ reporting of delinquency, 
® maximum borrowing limit. 
il. Power to: 
® prescribe internal controls and to require written policies and 
procedures 
® require audits at least annually 
lil. Powers of enforcement to: 
@ replace officials, 
oS) impose fines or sanctions, 
@ order specific actions such as establishing special reserves, 
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documented with manuals and technical documents for each of the above 
policies. 


These will include: Credit Union internal controls guidelines and minimum 
standards and credit union policy guidelines for: 


Loan underwriting and classification standards, 
Loan charge-off and reporting requirements, 
Investment policy standards, 

Reserve requirements, 

Provisions requirements, 

Liquidity reserve requirements, 

Bonding requirements, 

Conflict of interest and ethical conduct rules, 


Legal responsibility and liability of officers: An SCU safety & soundness 
program will be implemented under the policy guidance of a volunteer national 
stabilization committee and NAUSCU and SCU boards of directors. 
Consultants will assist in developing operating standards and monitoring and 
enforcement systems to strengthen movement safety and soundness. 


Credit Union Auditing and Examination: The project will develop an 
integrated credit union auditing and examination system which serves the needs 
of the public, the credit union movement and the government. 


The increasing savings mobilization of credit unions will lead to their eventual 
rising participation in the financial market of Ukraine. This will be 
accompanied by a heightened commitment to protect public savings invested in 
credit unions through the development of a specialized, professional credit 
union monitoring, examination and supervision system. 


Through collaborative work with the National Credit Union Administration 
(NCUA), WOCCU has developed several regulatory training materials and 
implementation guides. These include the Credit Union Examiner’s Guide and 
Instructor’s Manual, Merger and Liquidation Manual, Workbook for 
Guidelines for Credit Union Safety and Soundness, Examination/Regulation 
Workshop and Instructor’s Manual, Overview of an Examination Regulation 
System for Credit Union Safety and Soundness, and Guidelines for Credit 
union Regulatory Safety and Soundness. These materials have been used for 
credit union regulatory training programs and workshops in Honduras (1991, 
1992), Guatemala (1992), Bolivia (1993), Costa Rica (1992), Puerto Rico 
(1992), Niger (1992), Barbados (1993), Dominican Republic (1993) and 
Poland (1993). 
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@ establish liquidity requirements, 


@ intervene, merge and liquidate credit unions. 

IV. Adequacy of resources: 
@ staff to carry out regulatory functions such as examinations, 
@ computers, software and other equipment, 


® established procedures and work-papers to regulate, supervise 
and examine credit unions, 
© budget. 


V. Monitoring: 
© reports required of credit unions, 
© early warning indicators and system, 
© credit union database, 
© examination forms 


Development Plan for a Credit Union Examination System: WOCCU will 
organize, coordinate and facilitate a workshop to prepare a conceptual 
framework for an examination system for credit unions in the Ukraine. The 
workshop output will specify key elements of the examination process and 
system. This workshop will be implemented in two phases. It will identify 
the steps required to develop the examination system. 


WOCCU and project staff will begin the development of examination materials 
and guidelines for an examination system for credit unions in Ukraine. The 
system guidelines will focus on determining the financial safety and soundness 
of the credit union, assessing the quality of management and providing 
guidance for correcting areas which need improvement. The system guidelines 
will include the following key components: 


1. definition of examination roles and authority; location of the 
examination responsibility, 

il. examination practices as they are currently implemented in each 
country, 

lil. the examination process; all operational and sequential steps from start 
to finish, 

IV. format for a credit union examination report, 


WOCCU and project staff will begin the development and preparation of a 
conceptual framework to depict the examination system and how the key 
elements of this system integrate to form the system as a whole. This will 
include: 


21 


V. Credit union examination systems design: 


@ auditor’s scope of work, 
@ examiner’s scope of work, 
examiner’s manual, 
Vi. business plan for regulatory system operations and assignment of costs; 
® plan for funding of examinations. 


WOCCU and project staff will also begin the preparation of a list of the steps 
_ and the process required to develop the examination system in each country: 


vii. identify the key elements of the examination system which need to be 
developed, 

viii identify the level of development of the examination system in each of 
the key elements of the model examination system, 

1X. design the workplan which specifies the sequence of tasks which need 
to be completed to establish a model examination system, 

X. identify all activities and sub-activities required to complete the 
examination system development, 

x1. identify the critical tools, systems and linkages with other credit union 
system elements required for the model examination system. 


Monitoring System 


WOCCU and project staff will assist in the development of a credit union 
monitoring system by which credit unions make financial reports to the 
NAUSCU and the national safety and soundness committee and by which 
credit union indicators and trends are tracked. This will include: 


1. a credit union financial information input system (for example through 
standardized computerized accounting software), 

ii. a financial performance report for credit unions (such as the PERLAS 
report or CAMEL financial performance report), 

lil. monitoring system linkages to the examination and ratings processes. 


The analysis of data and financial performance reporting will: 


IV. recommend credit union evaluation indicators, 
V. recommend a financial rating system. 


Credit union indicators or monitoring system recommendations will be 
designed to evaluate key trends of financial performance and soundness. This 


will include a definition of each indicator, instructions on how to calculate that 


indicator, explanation of what that indicator tells and explanation of why it is 
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important. This will also include an explanation of standards and methods for 
evaluation of management effectiveness. 


Cost includes one WOCCU Staff and one regulatory consultant for a 1 week 
assessment, 1 week development plan design, 1 week monitoring system | 
design, and 2 weeks workshop for Phase 1 and for Phase 2. Costs include 
salaries, per diem, travel, misc. Phase 1 and 2 require two trips and two 
workshops. 


11. Insurance Development 


WOCCU’s affiliated insurance companies (CUNA Mutual Insurance Group) will work 
jointly with the NAUSCU to implement loan protection and life savings insurance and 
fidelity bonding. Following completion of insurance agreements, the insurance 
company will undertake a training program to enable local staff to promote and 
effectively administer the program. 


Loan and Savings Protection Insurance and Fidelity Bonding: Development of 


appropriate insurance services will be critical to protecting the safety and soundness 
of credit unions and improving their members’ quality of life. Ukraine’s insurance 
services are minimal; privatization of the economy will mean the elimination of many 
social services previously provided by the government and/or state firms. These 
services must now be assumed by the emerging private insurers. The SCU project 
will assist this transformation by establishing an SCU movement-owned insurance 
provider to supply key life and fidelity bonding products to members. 

WOCCU’s insurance affiliates will work jointly with NAUSCU to supply three 
principal coverages to help stimulate movement growth and financial market 
development, provide income to the national association and protect members from 
losses. These coverages are not available from other sources in Ukraine and thus 
need to be developed through the project. The initial coverage will include: 


Fidelity Bonding: This coverage protects the SCU and its members against losses due 
to dishonesty on the part of officers and employees and from such external causes as 
fraud, robbery, burglary, etc. All SCUs should carry a fidelity bond; in fact, it is 
mandatory for credit unions in industrialized countries and in many developing 
nations. Together with internally generated institutional capital, fidelity bonds are 
essential elements of savings protection and are necessary for effective SCU financial 
stabilization. 


Fraud audits conducted by the risk management staff of the bond provider help to 


minimize potential claims while instilling greater discipline in the leadership and staff 
of covered credit unions. 
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12. 


Loan Protection Insurance: This type of coverage, also known as credit life 
insurance, protects both the SCU and the membership from loan losses due to the 
death or permanent disability of borrowers. Specifically, loan protection insurance 
pays off the balance of reasonably current outstanding loans (up to a stated maximum) 
upon the death or permanent disability of the borrowing member. This makes it. 
unnecessary for the SCU to write off such a loan or collect from the member’s family 
or estate. This will be an important family benefit in Ukraine which lacks personal 
life insurance services. The SCU pays the premiums. 


Savings Protection Insurance: Savings protection coverage pays a death or permanent 
disability benefit which is a percentage of the member’s total savings. The benefit 
payment can cover up to 100% of the member’s savings account, depending upon age 
at time of death or disability, subject to an actuarially determined maximum. Thus, 
the more the member saves, the larger the amount of the benefit payment. The SCU 
pays the premiums. This insurance acts as a strong incentive for increased savings 
mobilization by SCU members and thus contributes directly to the deepening of 
financial markets and increasing the supply of investible funds available to the 
economy. 


Potential future insurance products may include travel and accident insurance for SCU 
members and employees, disability coverage, individual and group life insurance 
plans and even casualty coverage. All of these products will help meet important 
social needs arising from the conversion to a market-oriented economy and will 
demonstrate the real benefits of this change. 


The major portion of the technical and financial assistance required to establish this 
insurance provider will be supplied by CUNA Mutual Insurance Group in 
collaboration with the NAUSCU in Ukraine. Together, they will establish an 
insurance company which will utilize its net earnings to support SCU promotion and 
development activities. Over time they will retire the initial debt capitalization 
supplied by the insurance provider. 


Credit union promotion and re-organization. 


Existing credit unions will be assessed in terms of viability and growth potential. 
Those existing credit unions which have potential, or decide to re-organize or to 
merge with another credit union, and agree to attempt to meet program standards will 
be assisted. 


If needed, new credit unions will be established through a credit union promotion 


campaign which will identify potential target credit unions or new credit sites (e.g. 
villages, urban neighborhoods, work places, or professional groups) to determine 
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where promotional activities might be most effective. Criteria for analyses include 
such categories as critical mass (population sufficient to begin with at least 200 active 
credit union members) and a potential to grow into an economically viable and full 
service financial institution, indications of community or group social cohesion, 
proximity to a market, income sources, etc. Site surveys will be conducted in 
communities or groups which appear to meet such requirements. These surveys will 
confirm preliminary determinations, help establish the priority list for the campaigns, 
and provide more detailed information on the economic and social life of the 
community. The latter will include information on the sources and uses of income, 
existing financial services and practices, the local political situation, social and gender 
issues, the number of small and micro entrepreneurs in the area, etc. which will help 
tailor the promotion campaign to the community and be valuable in determining the 
support requirements for the new credit union. Once specific locations have been 
chosen for promotion campaigns, a four-step process of promotional meetings begins. 


Step 1. The first step consists of a public meeting. The objective of this meeting is 
to provide basic information about credit unions and their benefits and about the 
project itself and to stimulate interest in learning more about what a credit union can 
do for its members. Topics include how to organize a credit union; the "common 
bond;" how to save; the security of money; eligibility criteria for membership; 
eligibility criteria for credit; the training in which elected officials must participate 
(roles and responsibilities; financial management); relationship of the credit union to 
government and traditional authorities; and the role of the project and its personnel. 


Step 2. If a review of the public interest in credit unions is judged to be significant 
after the first step and if no insurmountable obstacles to continuing the campaign are 
identified, a second meeting is organized with the help of interested parties identified 
during the first step. Its objective is more focussed. It brings together those who 
wish to learn more about credit unions as a result of the first meeting and its follow- 
up and gives them the opportunity to learn about the basic credit union operating 
principles. These principles include open and voluntary membership; democratic 
control; non-discrimination; service to members; equitable sharing of excess revenues 
among members; responsible financial management; ongoing training; cooperation 
between credit unions; and social responsibility. 


Step 3. After learning about the credit union operating principles, those who accept 
them are convened for a third meeting. At this meeting, participants learn about the 
governing and management structure of a credit union. The supreme authority is the 
general meeting where all members have an equal vote, regardless of their savings 
level. The general meeting makes the important decisions and adopts policies in 
regard to the management of the credit union. They delegate the responsibility of 
implementation of their decisions and the day-to-day operations to bodies which they 
elect from the membership. The board of directors and the Credit, Supervisory, and 
education and promotion committees are responsible directly and independently to the 
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general meeting. The participants learn about the roles and responsibilities of these 
bodies as well as those of credit union employees such as bookkeeper/managers. At 
the end of this meeting, a credit union organizing committee is formed. 


Step 4. The organizing committee conducts informational meetings in the community 
where founding members of the credit union are enrolled. Once the minimum 
number of members have been enrolled (at least fifty to begin) two meetings are held 
to explain the bylaws and to discuss how to choose elected officials. The organizing 
committee will then convene the Founding general meeting of the new credit union 
where the Bylaws (written according to a WOCCU model) are adopted and members 
are elected to serve on the board of directors and on the three committees. The credit 
union may then apply for legal registration. 
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E. Table of Outputs/Inputs 


CUNA/WORLD COUNCIL OF CREDIT UNIONS 
Expanding and Improving the Delivery of Savings and Credit Services to 
individual Consumers and Producers in Ukraine 


Long—Term Technical Assistance 


Admin Support (local hire) 


Short— Term Technical Assistance 


Project Outputs 


Se ees ae 
Number of SCUs 


700 
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F. Program Beneficiaries 


The immediate beneficiaries of the proposed project will be lower- and middle-income people 
of Ukraine and their families who currently lack access to savings, credit, and insurance 
services. Initially, a larger number of members will be state-and/or private-enterprise 
employees. As community SCUs develop, the membership will begin to reflect all walks of 
life, including self-employed farmers, business owners, laborers and professionals. By the 
end of the project, up to 50,000 people will be members of Ukraine’s SCUs. 


Loans extended by the SCU system will result in increased purchasing power and the indirect 
creation and expansion of businesses and agriculture, which in turn will help to create new 
employment opportunities for thousands of people. The SCU system itself will provide 
direct employment and specialized training for many. 


Women, who already play key operating and management roles in the many enterprises and 
communities throughout the country, are also targeted as beneficiaries of this program. 
SCUs will strengthen the role of women by providing them with financial services keyed to 
their needs. Throughout the program, women will also receive training which will prepare 
them for holding leadership and staff positions. 


Additional beneficiaries include 400 leaders and staff in Ukraine who will receive training in 
various aspects of operating a financial institution in their respective countries. At least 30 
leaders and staff will be trained in SCUs abroad, bringing knowledge, new insights and skills 
back to their countries. 


At least 2800 members will receive training in member responsibilities, duties and in savings 
and credit related disciplines. 


G. Sustainability 


Savings and credit unions are by their nature self-sustaining. They generate sufficient 
income to finance their operations, with volunteers contributing their time at no charge 
during the early stages of the credit union’s development. As income from loans increase, 
staff are added in pace with income. Local needs drive the institution’s programs through its 
service to members and by member participation in the democratic decision making process. 
Credit unions mobilize internal savings to meet lending needs, and are not dependent on 
continued external donations or loans, they therefore do not represent a continual drain on 
scarce resources. 


By the end of this four-year project, it is expected that the new credit unions will be able to 


meet their expenses and continue to provide services to their members without grants from 
the outside. 
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It is also expected that NAUSCU will be able to provide high quality but limited training and 
development services to its existing members and to potential members. During the project, 
WOCCU will work with NAUSCU to develop sources of internal funding based on member 
dues, fees for services provided and returns from central finance facility operations. At the 
end of the project, NAUSCU will only take over those they can afford to employ through 
their own resources. 


This project should be viewed as the temporary developmental cost to cover the activities 
which accelerate the early development of the SCU movement; this can later be reduced or 
eliminated without threatening the survival of the system. Temporary developmental costs of 
the project budget include: technical assistance, legislative work, policy dialogue, training 
and equipment/commodities, and other associated costs. It is not unreasonable to suggest 
that temporary developmental expenses can (and should) be funded by external donations or 
grants, with the understanding that self-sufficiency must be achieved and that grant funds will 
be reduced and ultimately terminated. 


Experience with other developing credit union systems demonstrate that SCU development is 
not a short-term, four-year exercise. Developmental opportunities and needs will continue 
after the current project ends, but the SCUs will be essentially self-sufficient at that time. 


This project will not create national structures which will require on-going external funding 
after the project’s completion. At the end of this project, at least 40 credit unions will have 
been established represented by a volunteer association and stabilization board at the national 
level. Volunteer SCU boards of directors, credit and audit committees will represent 
members’ interest at the local level. SCU managers and staff, paid from the SCU’s 
operating margins will manage the day-to-day affairs of the credit union, provide services to 
members and expand the business. 


H. Potential for Replication 


A number of government and non-government organizations in other CEE/NIS countries are 
developing or are interested in developing SCUs as one solution to providing personal 
financial services. This project is itself a replication, as it will build on the experience and 
lessons learned in Poland and elsewhere. Volunteers in Ukraine will study the successes in 
Poland during the early stages of project implementation. Likewise, lessons learned in 
Ukraine, Russia, Latvia and Lithuania will be studied, and their successful activities and 
approaches will be duplicated by others in and outside both countries. 
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¥. IMPLEMENTATION SCHEDULE 


Expanding and Improving the Delivery of Savings and Credit Services to 
individual Consumers and Producers in Ukraine ; 


implementation Schedule — by Quarter 


Proposal submission and approvals 
— Proposal submission 
— Approval by USAID 


2. Recruitment/selection of project staff, 
consultants and volunteer trainers 


identification of Ukrainian leaders and SCU 
staff for intermships/training 


Procurement of project commodities 
— Purchase/install computers & printers 
— Translate, adapt and install software 


Assess and select SCUs 
— Identification of SCUs 
— Hold introduction meetings 
— Assess interest & impact 
— Conduct informational meetings 
— Form, license, register SCUs 
— Conduct market studies 
— Merge, reorganize or establish SCUs 
— Develop business plans/strategic planning 


x KX XK XK 


x KKK KK XK XK 


SCU Quality Performance Incentive Program 
— Develop targets/kKey indicators 
— Monitor/evaluate SCU progress 


7. Prepare annual work plan/budgets 
— Revise project implementation schedule 
— Prepare detailed annual work plan 

— Prepare annual budget 


x 
x 
x 
Identification of Ukrainian leaders and SCU 
staff for training x x xix 


10. SCU workshops 
— Conduct SCU training needs analysis x x 
— Develop curriculums & prepare materials 
— Conduct workshops 


11. Development of Prudential Standards for SCUs 

— Improve standardized accounting 
system for SCUs 

— Develop/establish uniform standards & xX xX 
guidelines for SCU operations 

— Development of a Monitoring System for xX xX 
SCU financial performance 

— Regulatory assessment and development of | x x 
Supervision Program for SCUs 
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Expanding and Improving the Delivery of Savings and Credit Services to 
Iindtvidual Consumers and Producers in Ukraine 


implementation Schedule — by Quarter 


13. Develop framework for SCU Auditing and 
Examination System 
— Assess technical and financial capability of 
designated movement association or 
govemment regulatory agency to effectively 
supervise SCUs 
— Develop curriculum and materials 
— Conduct in—country Conference on SCU 
supervision and regulation 
— Development of materials and guidelines for 
an Examination System of SCUs 
— Implementation of an input system for 
monitoring and linkage to Examination 
System 


14. Financial intermediation and inflation 

— Development of strategic financial 
planning program 

— Training project staff on implementation 


x x 

x “x xX 

x x Pad 
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15. Legislative Policy Dialogue 
— Develop curriculum and materials 
— Conduct in—country Conference on 
Legislation/Regulation/Bylaws 
— Follow—up assessment and review 


16. Regional Technology Transfer 


18, Intemalevauaton of projectimpact | 
19. Project reports inciudingtnat report | 
20. Project Assessment =| |e | 
at. crauaton 


en 


VI. 


A. 


PROGRAM MANAGEMENT 


Credit Union Organizations 


The World Council of Credit Unions will be responsible for project implementation. This 
project will include the participation of the National Association of Ukrainian Savings and 
Credit Unions, the U.S. Credit Union National Association (CUNA) and its member leagues 
and credit unions, credit union movements in other countries and the CUNA Mutual 
Insurance Group. 


In addition to this core project and the direct project participants outlined above, WOCCU 
will seek volunteer technical resources and consultants from the Ukrainian National 
Association of Credit Unions of the U.S. to help meet project objectives. 


Each participant has a distinct role in this project: 


1. 


Credit Union National Association, Inc. (CUNA) 


As in similar USAID-funded programs, CUNA will be the recipient of project funds, 
which it will direct to its agent, WOCCU, for implementation of the program. CUNA, its 
member leagues and credit unions will also provide volunteer consultants to give technical 
assistance to emerging SCUs in Ukraine. U.S. leagues and credit unions will also train 
Ukrainians in credit union operations through WOCCU’s internship program. 


pm 


a. 


World Council of Credit Unions, Inc. (WOCCU) 


WOCCWU will have operational responsibility for project management, which will 
include: development of contractual agreements at all levels of the project; 
concurrence or veto of NAUSCU nominated project staff; recruitment, training and 
supervision of volunteers and consultants; monitoring and reporting of project 
progress; identification and resolution of problems; and periodic on-site visits to 
review overall project performance and plan subsequent project activities. 


WOCCU’s project will support a total of eight local project staff hired in close 
collaboration with NAUSCU. Local hire staff will be retained and employed solely 
for the purpose of carrying out this project, and shall not be responsible for non- 
project activities. 


NAUSCU will propose to WOCCU’s project manager in Madison a list of candidates 
who meet the required qualifications. WOCCU and NAUSCU will then select the 
most qualified candidates for the local project staff. In case of a shortage of qualified 
candidates, WOCCU will ask NAUSCU to provide additional candidates. Each local 
staff hired will sign a contract with WOCCU, and will report to and be supervised by 
the WOCCU project manager. Their term of employment, duties and responsibilities 
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will be specified in the contract. The contract will be signed by the WOCCU project 
manager in Madison and endorsed by the President of NAUSCU. The local project 
manager will be supervised by the WOCCU project manager in Madison. At the end 
of the project, NAUSCU will not be obligated to take over the employment of the 
local project staff. 


Specifically, the WOCCU Project Manager, with the support of WOCCU 
headquarters staff and locally based staff, will be directly responsible for the overall 
management and implementation of the project. In addition, there will be at least four 
management consultations and training programs per year in each country; intensive 
training of project staff and credit union leaders in U.S. credit unions and leagues; 
and daily support through electronic mail and telecommunications. The 
responsibilities of WOCCU’s Project Manager include: 


® concurrence with the hiring and contracting of local project staff; training of 
local project staff with the assistance of selected U.S. based credit unions, 
leagues and central credit unions; 


developing and supervision of detailed annual and life of project work plans 
and budgets with all project participants; 


®@ developing scopes of work for consultants, recruitment, orientation and 
supervision of consultants with assistance of local project staff; 


® assisting local project staff in the development of scopes of work for 
volunteer trainers and volunteer consultants; 


® through its People-to-People program, identifying volunteer credit union 
leaders (e.g. from U.S., Ireland, USA, Canada) with managerial, technical 
and language skills necessary for conducting short courses and on-the-job 
training; 

® through its intern coordinator, identifying and preparing U.S. credit unions 
to effectively carry out the training of interns from Ukraine and developing 
partnership arrangements between Ukraine and U.S. and other movement 
organizations; 


® assisting with the development of laws, rules and regulations governing 
credit unions; 


® providing all required training and technical information and materials; 


® providing training and technical assistance to local project staff in specific 
skill areas; 
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b. 


® providing management information systems, monitoring project progress and 
assisting in the resolution of issues, problems and opportunities; 


@ disbursing funds to the locally hired SCU development specialist who will 
account for expenses as per budgets acting within previously agreed 
responsibilities; 


® preparing quarterly reports detailing project accomplishments and constraints 
to date and development activities for the next period; 


® assisting with the first year project assessment and the end of project 
evaluation. 


® providing the technical input required to establish PC based accounting and 
reporting systems, the liquidity facility, safety and soundness and stabilization 
programs. 


The locally Hired Credit Union Project Manager_ in Ukraine will serve as the local 


project manager under the supervision of the WOCCU Project Manager and will in 
turn, supervise the financial management specialist, the two local trainers, the 
administrative assistant and wordprocessor/translator. All local employees will 
perform under contracts with WOCCU, as outlined earlier. After receiving training 
from WOCCU, with support from the WOCCU Project Manager, local hires will 
carry out the duties specified in their job descriptions. The local project office is 
expected to carry out the following: 


@ identify and select credit union leaders and credit staff for training; 


@ assess the potential for the creation of savings and credit unions including 
introduction and educational meetings; 


® conduct training needs analysis, technical training and training workshops 
for credit union leaders and staff; 


@ adapt and translate standard SCU operating polices and procedures; 
® support the formation, licensing and registration of SCUs; 


® arrange contracts with participating SCUs and provide technical assistance 
and training. 


© if needed, install a liquidity facility in NAUSCU; 
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® supervise the election and training of the volunteer national safety and 
soundness board and national association board and provide required training; 


® implement safety and soundness standards through contracts and taining 
programs and a self-financed stabilization program and fund; 


@ assist CUNA Mutual to establish a loan protection, life savings and bonding 
insurance program; 


®@ supervise U.S. credit union volunteers on behalf of WOCCU, while these 
volunteers are working on specific project tasks. 


WOCCU Project Management Strategy is based on the recruitment of local project 
staff in collaboration with NAUSCU, who have the appropriate education and 
attitudes. Each project staff member will enter a contractual agreement with 
WOCCU. WOCCU and expert credit union volunteers will provide on-site support 
during scheduled training sessions in Ukraine. WOCCU will also provide critical 
technical support during key events; e.g. development of legislation, rules and 
regulations; formation of volunteer board; establishment of stabilization program and 
if needed, a credit union based central liquidity facility; etc. 


U.S. based on-the-job training will enable key local staff and leaders to value and 
understand the meaning of real service to members, and will establish qualitative 
goals and provide a vision for the future. More important, WOCCU’s approach will 
prove that Ukrainians, with this limited support, can establish an effective alternative 
financial system which, over time, will benefit thousands. 


Project assistance will be provided to those credit unions which agree to achieve 
specified performance benchmarks needed for a safe, sound and competitive financial 
institution. SCUs which achieve benchmarks will continue to obtain financial and 
technical assistance and training. Those credit unions which do not make the effort to 
achieve these standards, will not continue to receive assistance. 


National Association of Ukrainian Savings and Credit Unions 


The volunteer members of NAUSCU’s board and committees will collaborate with 
WOCCU in providing capable project staff in accordance with the arrangements 
outlined earlier. NAUSCU will collaborate with WOCCU to direct project resources 
to achieve project goals and objectives. The national association will represent its 
members at the national level, dealing with legislation and the defense of the SCU 
movement and its principles, and the rights of its members. It will also ensure the 
continuation of project activities and benefits after the termination of direct external 
donor assistance. 


35 


NAUSCVU volunteers will provide the specific following services to the project via 
contract personnel and movement leadership: 


@ Integrate its individual savings and credit union members into a cohesive national 
body 


@ Assist members and potential members with establishing registered credit unions 
@ Manage insurance for SCUs and their members 


@ Establish a stabilization program to cover possible losses and to monitor and 
recommend action to maintain the safety and soundness of SCUs 


@ Prepare standards and forms to facilitate regular recordkeeping and reporting 


@ Serve as a representative to government on such issues as enabling legislation and 
defense of movement principles 


@ Carry out information and communication services within and outside the movement 


@ Represent its membership to financial and cooperative organizations within Poland 
and to international and foreign organizations 


Acting individually, SCUs are limited in their ability to promote, represent and defend the 
interests of their members, but acting collectively through the national association, SCUs 
can develop quality, cost-effective services, representation and defense efforts. At the 
same time, the national association’s success is dependent upon a base of safe and sound 
SCUs providing quality services to their members, enabling them to generate the net 
income required to support the programs and activities of the national association. 


4. CUNA Mutual Insurance Group 


CUNA Mutual Insurance Group will jointly work with the NAUSCU to provide savings 
and loan protection insurance and bonding to member SCUs through appropriate local 
entities. It will also offer insurance-related technical assistance and training and will 
provide initial operating capital for the insurance program. 


5. U.S. Ukrainian Credit Unions National Association 


Volunteers and consultants from the Ukrainian Credit Union National Association will 
assist in scheduled training programs at the local level, following site inspections at credit 
unions. They will also be requested to provide technical assistance. Volunteers will play 
a major role in training and providing technical support to the local program staff. 
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B. USAID and the Government of Ukraine 


1. U.S. Agency for International Development (USAID) 


USAID is requested to provide external funding to implement the program. USAID’s 
support will include funding for one long-term local hire and short-term paid consultants, 
as well as related costs, such as direct, indirect and limited project support costs for each 
country. Institutional support will cover costs for host-country trainers, related travel, 
translation, office furniture and equipment and desktop computers. Training support will 
cover the international credit union intern program, SCU staff and leadership workshops 
conducted in Ukraine and the development and reproduction of training and operational 
materials. 


2. The Government of Ukraine 


Through its overall supervisory role and working through its agencies, the Government of 
Ukraine will ensure support for SCU development by providing an appropriate legal and 
policy environment. A select committee on credit union law will work to establish an 
adequate legal framework, with appropriate rules and regulations and oversight. 


Vil. WOCCU’s Role in Credit Union Development 
A. Organizational Goals and Strategy 


The World Council of Credit Unions is the apex organization for the international credit 
union system. Its members include regional confederations representing the countries of 
Africa, Asia, the Caribbean and Latin America; national confederations representing 
Australia, Canada, and the United States; and national leagues in Fiji, Great Britain, 
Ireland and New Zealand. In addition, seven organizations from North America and 
Europe are associate members. 


As stated in its mission statement, WOCCU has been established ". . . to assist members 
to organize, expand, improve and integrate credit union and related institutions as 
effective instruments for the economic and social development of people. The World 
Council of Credit Unions will . . . extend cooperative financial services to areas where 
people want and need such services." | 


WOCCU’s principle strategy for carrying out this statement has been one of institutional 
and systems development. WOCCU development programs focus upon creating 
sustainable credit unions and their service organizations at the local and national and 
continental levels. This international system facilitates the transfer of human, technical 
and financial resources to developing credit union movements in many countries. 
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For 30 years, the credit union movement, initially with the U.S. Credit Union National 
Association (CUNA), and subsequently with WOCCU, has collaborated with the U.S. 
Agency for International Development and other international donor agencies to promote 
credit unions as a means to provide essential financial services to people generally denied 
access to them. The U.S. Congress, as well as AID, have consistently recognized credit 
unions as important contributors to the development process, particularly in terms of 
developing and expanding national financial markets. 


B. Relationship of Program to WOCCU’s Organizational Goals 


The dramatic events that have swept over Eastern Europe in recent years provide a major 
opportunity to extend savings and credit unions to people who need and want personal 
financial services. This program will re-introduce SCUs into countries where they existed in 
fairly large numbers prior to the 1930s. With appropriate external assistance, people will 
shortly be able to avail themselves of the savings and credit services that so effectively serve 
millions of members in Ukraine and other parts of the world. 


The challenge presented in, as in other CEE/NIS countries, is in some respect unique; most 
of the conditions, skills, and attitudes found in market economies are still evolving. One of 
the strengths of the SCU idea is its adaptability to a variety of political and economic 
scenarios. Conditions in both countries may lead to further refinement, one that is 
particularly suited to nations moving from command to demand economies. Given the 
interest in the SCU idea among other countries in the region, the experience it will be 
significant in terms of future development initiatives to be undertaken by WOCCU. 


C. Relationship of Program to AID and Host Country Priorities 


Included among the priorities that AID and the Government of Ukraine have defined are the 
development of democratic institutions and the reform of economic organizations to permit 
the evolution to a market-based economy. Both emphasize the development of a new 
indigenous private sector as well as the privatization of existing state enterprises. 


Specific AID strategies include technical training and assistance in support of economic 
reform. This strategy focuses on the creation of an institutional infrastructure conducive to a 
market-based economy and includes financial services, insurance, retailing, wholesale trade, 
housing, accounting, securities exchange and anti-monopoly policies. 


Developing and expanding a national SCU system will directly contribute to achieving AID’s 
development goals and its stabilization and restructuring objectives by creating an internally 
generated pool of funds which can help meet the capital requirements of the participating 
populations. As private sector organizations, SCUs operate strictly on a market basis. 
Generally without subsidies, they compete for funds and provide credit at market rates. 
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They serve to strengthen the private sector economy by 1) augmenting the supply of capital; 
2) channelling credit into productive activities, which helps to increase jobs and income; and 
3) meeting credit needs for basic requirements in health, education, housing and other areas. 


SCUs play an essential role in the growth of formal capital markets. They often provide a 
secure depository for those who have traditionally kept their savings in nonproductive 
financial or nonfinancial forms, an apparently common practice in. SCUs permit low- and 
middle-income borrowers to establish a credit record, and as they successfully repay, to 
qualify for larger amounts of credit. They add to national savings, a particularly significant 
addition, since a large proportion of these resources may not have been captured by 
alternative institutions. 


The credit union system is an effective mechanism for transferring financial services 
technology. The system facilitates the dissemination of technologies related to financial 
analysis, liquidity management, capitalization, risk management, loan procedures, etc., which 
can be applied by volunteer leaders and managers. Technology associated with personal = 
computers will also be introduced. 


The proposed project supports AID’s strategy to expand employment opportunities through 

the private sector. As SCUs develop, they will train and employ managers, tellers, 

secretaries, loan officers, bookkeepers, data entry personnel and collectors. SCUs finance 

business ventures through the provision of personal credit to business owners and support i 
market development through the provision of credit for consumer goods and services. 


In all its development programs, WOCCU consistently encourages greater utilization of 

market mechanisms in the financial services sector. WOCCU advocates the elimination of 

subsidies which provide cheap loans to SCUs. It promotes the development of enabling 

legislation and regulation that will encourage SCUs to grow and expand services without soa 
excess controls, while it presses for effective financial performance through audits and 

supervision. 


In most countries, credit unions serve as models of private, member-owned, democratic 
institutions. Training and technical assistance for leaders and staff, along with member 
education programs, are key components in WOCCU’s development approach, ensuring 
membership control and sound performance over the long term. Further, WOCCU’s 
development approach, which links credit unions with the international credit union system, 
means that support and assistance will be available long after the project ends. 
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IX. BUDGET 
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CUNA/WORLD COUNCIL OF CREDIT UNIONS 


Expanding and Improving the Delivery of Savings and Credit Services to 
individual Consumers and Producers in Ukraine 


4 Year Budget For USAID Funding: 
Inflation: 5 to 20% depending on line item: 


Line item 


SUMMARY REQUEST TO USAID 


In— Country Costs 
. Personnel Costs 


. Travel 

. Office Operations 

. Training 

. SCU Incentive Program 
. Equipment 


ooh DNDN = 


TOTAL IN—COUNTRY COSTS 


Technical Assistance 

. Volunteers 

. Consultants 

. Evaluation 

. Regional Technology Transfer 
. Program Support (Madison) 

. Indirect Costs (35.49%) 


oOoarh WN = 


TOTAL TECHNICAL ASSISTANCE 


TOTAL PROJECT REQUESTED OF USAID 


Year 1 


$65,400 
$11,250 
$11,000 
$178,500 
$42,000 
$92,000 


$400,150 
$27,858 
$35,292 
$19,494 
$12,860 
$72,275 
$67,845 
$235,624 


$635,774 


41 


Year 2 


$78,480 
$12,375 
$12,100 
$189,825 
$34,000 
$59,000 


$385,780 


$29,251 
$37,057 
$21,414 
$13,503 
$75,889 
$71,157 


$248,270 


$634,050 


Year 3 


$94,176 
$13,613 
$13,310 
$77,456 
$16,000 

$1,500 


$216,055 


$30,713 
$38,909 

$0 
$14,178 
$79,683 
$66,321 


$229,805 


$445,860 


Year 4 


$113,011 
$14,974 
$14,641 
$44,216 
$8,000 
$O 


$194,842 


$44,983 
$40,855 
$23,609 
$14,887 
$83,667 
$82,120 


$290,120 


$484,963 


$351,067 
$52,211 
$51,051 
$489,998 
$100,000 
$152,500 


$1,196,827 


$132,805 
$152,113 
$64,516 
$55,428 
$311,514 
$287,442 


$1,003,819 


$2,200,646 


CUNA/WORLD COUNCIL OF CREDIT UNIONS 


Expanding and Improving the Delivery of Savings and Credit Services to 
individual Consumers and Producers in Ukraine 


4 Year Budget For USAID Funding: 
Inflation: 5 to 20% depending on line item: 


Line item 


CUNA/WORLD COUNCIL OF CREDIT UNIONS 


Year 1 


Year 2 


Year 3 


Expanding and Improving the Delivery of Savings and Credit Services to 
individual Consumers and Producers in Ukraine 


4 Year Budget For USAID Funding: 
Inflation: 5 to 20% depending on line item: 


Line Item 


in—Country Costs 
1. Personnel Costs 


a. Salaries 
Project Manager (local hire) 
Financial Mgmt Advisor (local hire) 
Legal Advisor (local hire) 
Computerization Specialist (local hire) 
Trainers (local hire) 
Admin Support (local hire) (2) 

b. Fringe Benefits (60% salaries) 


SUBTOTAL PERSONNEL COSTS 


2. Travel 
a. In—Country Travel/Per diem 
b. Vehicle Operations 
c. International 


SUBTOTAL TRAVEL 


3. Office Operations 
a. Rent/Utilities 
b. Telecommunications 
c. Office Supplies 
d. Translations 
e. Miscellaneous 


SUBTOTAL OFFICE OPERATIONS 


4. Training 
a. In—Country Workshops/Promotion 
b. Regional Internships (10 days each) 
c. International Internships (17 days each) 
d. Internship Interpretation 
e. Training Materials 


SUBTOTAL TRAINING 


5. SCU Incentive Program 
a. Manager's salary/fringe benefits 
(30 credit unions. Yr 1—80%;Yr2—60%; 
Yr3—40%;Yr4—20%) 
b. SCU Development Grants 


SUBTOTAL SCU INCENTIVE PROGRAM 


Year 1 


$8,400 
$8,400 
$7,200 
$6,000 
$12,000 
$7,200 
$24,600 


$65,400 


$5,000 
$1,000 
$5,250 


$11,250 


$5,000 
$1,500 
$2,500 
$1,500 

$500 


$11,000 
$10,000 
$30,000 
$113,000 
$17,500 
$8,000 


$178,500 


$32,000 
$10,000 


$42,000 


Year 2 


$10,080 
$10,080 
$8,640 
$7,200 
$14,400 
$8,640 
$29,520 


$78,480 


$5,500 
$1,100 
$5,775 


$12,375 


$5,500 
$1,650 
$2,750 
$1,650 

$550 


$12,100 
$11,000 
$33,000 
$118,650 
$18,375 
$8,800 


$189,825 


$24,000 
$10,000 


$34,000 


Year 3 


$12,096 
$12,096 
$10,368 

$8,640 
$17,280 
$10,368 
$35,424 


$94,176 


$6,050 
$1,210 
$6,353 


$13,613 


$6,050 
$1,815 
$3,025 
$1,815 

$605 


$13,310 


$12,100 
$0 
$36,383 
$19,294 
$9,680 


$77,456 


Year 4 


Year 4 


$14,515 
$14,515 
$12,442 
$10,368 
$20,736 
$12,442 
$42,509 


$113,011 


$6,655 
$1,331 
$6,988 


$14,974 


$6,655 
$1,997 
$3,328 
$1,997 

$666 


$14,641 


$13,310 
$0 
$0 
$20,258 
$10,648 


$44,216 


Total 


Total 


$45,091 
$45,091 
$38,650 
$32,208 
$64,416 
$38,650 
$132,053 


$351,067 
$23,205 
$4,641 
$24,365 
$52,211 
$23,205 
$6,962 
$11,603 
$6,962 
$2,321 


$51,051 


$75,427 
$37,128 


$489,998 


$80,000 
$20,000 


$100,000 


CUNA/WORLD COUNCIL OF CREDIT UNIONS 


Expanding and Improving the Delivery of Savings and Credit Services to 


4 Year Budget For USAID Funding: 
Inflation: 5 to 20% depending on line item: 


Line item 


6. Equipment 
a. Credit Union Computerization 
Software Development 
= Hardware (486 computer/dot matrix 
printer) 
b. Project Office 
Computers(4)/Software/P rinter(2) 
— Office Furniture 
Training Equipment 


SUBTOTAL CU COMPUTERIZATION 
TOTAL IN—COUNTRY COSTS 


Technical Assistance 

1. Volunteers 
a. Roundtrip Airfare (MSN—Kiev—MSN) 
b. Roundtrip Airfare (MSN—DC—MSN) 
c. Per diem (17 days each @ $217/day) 
d. Per diem (3 days each @ $89/day) 
e. Recruiting 
f. Miscellaneous/Local Travel 

— g. Other Direct Costs 


SUBTOTAL VOLUNTEERS 


-_ 2. Consultants 

a. Fees (18 days each @$332/day) 

b. Roundtrip Airfare (MSN—Kiev— MSN) 
c. Per diem (14 days each @ $217/day) 
d. Recruiting 

e. Miscellaneous/Local Travel 

f. Other Direct Costs 


SUBTOTAL CONSULTANTS 


3. Evaluation 

a. Fees (35 days each @$332/day) 

b. Roundtrip Airfare (MSN—Kiev—MSN) 
. Roundtrip Airfare (MSN—DC—MSN) 
. Per diem (21 days each @ $217/day) 
. Per diem (21 days each @ $217/day) 

Recruiting 

. Miscellaneous/Local Travel 
. Other Direct Costs 


-~o *~0 a9 


SUBTOTAL EVALUATION 


4. Regional Technology Transfer 
a. Fees (21 days each @$332/day) 
b. Roundtrip Airfare (MSN—Kiev—MSN) 
c. Per diem (14 days @ $217/day) 
e. Miscellaneous/Local Travel 
f. Other Direct Costs 


SUBTOTAL REG’L TECHN TRANSFER 


individual Consumers and Producers in Ukraine 


Year 1 


$20,000 
$50,000 


$17,000 
$2,500 
$2,500 


$92,000 
$400,150 


$7,200 
$2,000 
$15,190 
$1,068 
$600 
$1,200 
$600 


$27,858 


$17,928 
$5,400 
$9,114 
$450 
$900 
$1,500 


$35,292 


$11,620 
$1,800 
$500 
$4,557 
$267 
$150 
$500 
$100 


$19,494 


$6,972 
$1,800 
$3,038 
$300 
$750 


$12,860 


Year 2 


$7,560 
$2,100 
$15,950 
$1,121 
$630 
$1,260 
$630 


$29,251 


$18,824 
$5,670 
$9,570 
$473 
$945 
$1,575 


$37,057 


$21,414 


$7,321 
$1,890 
$3,190 
$315 
$788 


$13,503 
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Year 3 


$1,500 


$216,055 


$5,953 


Year 4 


Total 


$152,500 


$1,196,827 


$132,805 


$77,272 
$23,275 
$39,282 
$1,940 
$3,879 
$6,465 


$152,113 


$37,273 
$5,774 
$1,604 
$14,617 
$856 
$481 
$1,604 
$2,308 


$64,516 


$30,050 
$7,758 
$13,094 
$1,293 
$3,233 


$55,428 


CUNA/WORLD COUNCIL OF CREDIT UNIONS 


Expanding and Improving the Delivery of Savings and Credit Services to 


4 Year Budget For USAID Funding: 
Inflation: 5 to 20% depending on line item: 


Line item 


5. Program Support (Madison) 
a. Volunteers/Internships 
Salaries (4 person months/year) 
= Fringe Benefits (30% salaries) 
Travel (U.S. 2 trips/year) 
Telecommunications 
Delivery Services 
Miscellaneous 
b. Project Management 
Salaries (3.5 person months/year) 
Fringe Benefits (30% salaries) 
Travel (Ukraine 4 trips/year) 
Telecommunications 
Delivery Services 
Subrecipient Audit 
Miscellaneous 


SUBTOTAL PROGRAM SUPPORT 
TOTAL TA DIRECT COSTS 
6. Indirect Costs (35.49%) 
a. Total TA Direct Costs (100%) 
b. First $25,000 In—Country Costs 
TOTAL INDIRECT COSTS 


TOTAL TECHNICAL ASSISTANCE 


Individual Consumers and Producers in Ukraine 


Year 1 


$15,750 
$4,725 
$12,000 
$2,000 
$2,000 
$5,000 
$2,000 


$72,275 
$167,779 
$59,545 
$8,300 
$67,845 


$235,624 


Year 2 


$18,900 
$5,670 
$2,520 
$1,575 
$1,050 
$525 


$16,538 
$4,961 
$12,600 
$2,100 
$2,100 
$5,250 
$2,100 


$75,889 
$177,113 
$62,857 
$8,300 
$71,157 


$248,270 
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Year 3 


Year 4 


$20,837 
$6,251 
$2,778 
$1,736 
$1,158 
$579 


$18,233 
$5,470 
$13,891 
$2,315 
$2,315 
$5,788 


$2,315 
$83,667 
$208,001 
$73,820 
$8,300 
$82,120 


$290,120 


Total 


$77,582 
$23,275 
$10,344 
$6,465 
$4,310 
$2,155 


$67,884 
$20,365 
$51,722 
$8,620 
$8,620 
$21,551 
$8,620 


$311,514 
$716,377 
$254,242 
$33,200 


$287,442 


$1,003,819 


CUNA/WORLD COUNCIL OF CREDIT UNIONS 


Expanding and Improving the Delivery of Savings and Credit Services to 
Individual Consumers and Producers in Ukraine 


4 Year Budget For USAID Funding: 
Inflation: 5 to 20% depending on line item: 


Line Item 
CONTRIBUTION BUDGET 


Line item 


Contributions 


1. Ukrainian Volunteer C.U. Directors 
(Yr 1 = 100x 21 days x $10.00) 
(Yr 1 = 200 x 21 days x $10.00) 
(Yr 1 = 300 x 21 days x $10.00) 
(Yr 1 = 400x 21 days x $10.00) 


. U.S. Ukrainian National Association 
Coordinator (50% salary and ben.) 

. Travel 

-. Trelecommunications 

. Office costs 

. Translations 

7. Insurance Capital for Ukraine 

8. Staff Time to Internships/U.S. 
Volunteer Time (4 staff x 4 weeks each 
C.U. x each) 

9. Staff Time to Internships/Poland 
Volunteer Time (2 staff x 1 week each 
C.U. x each intern) 

10Iinsurance Capital from CUNA Mutual 

11Technical Assistance on Insurance 

12Iinsurance Software 

13Local Insurance Staff Salaries 


N 


On d® W 


TOTAL CONTRIBUTIONS 


TOTAL REQUEST TO USAID 


TOTAL PROJECT 


Year 1 


Year 1 


$21,000 


$25,000 
$4,000 
$2,400 
$5,000 
$1,500 
$20,000 
$240,000 


$8,000 


$10,000 
$10,000 
$10,000 
$7,200 
$364,100 


$635,774 


$999,874 
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Year 2 


Year 2 


$42,000 


$25,000 
$4,000 
$2,400 
$5,000 
$1,500 


$240,000 


$8,000 


$0 
$10,500 
$0 

$8,640 
$347,040 


$634,050 


$981,090 


Year 3 


Year 3 


$63,000 


$25,000 
$4,000 
$2,400 
$5,000 
$1,500 
$0 

$0 


$0 


$0 
$11,025 
$0 
$10,368 
$122,293 


$445,860 


$568,153 


Year 4 


Year 4 


$84,000 


$25,000 
$4,000 
$2,400 
$5,000 
$1,500 
$0 

$0 


$0 


$0 
$11,576 
$0 
$12,442 
$145,918 


$484,963 


$630,881 


Total 


$210,000 


$100,000 
$16,000 
$9,600 
$20,000 
$6,000 
$20,000 
$480,000 


$16,000 


$10,000 
$43,101 
$10,000 
- $38,650 


$979,351 


$2,200,646 


$3,179,997 


DETAILED BUDGET EXPLANATION: 


IN COUNTRY COSTS: 
1. Personnel Costs: 


Project manager’s and Financial Management Advisor’s monthly salary rate is $700 per 
month with a 20% annual adjustment which is designed to keep up with current trends in 
private sector management salaries. Starting local salaries for the remainder of staff are as 
follows: Legal Advisor $600; Computerization Specialist $500; Two trainers $500 each; 
Two Administrative Assistant $300 each. 


Fringe benefits are based on local government income tax and social tax requirements and 
are set at 50% of net salaries indicated above. 


2. Local Travel: 


$5000 for use of trains, bus, taxi, hired cars and local airlines. Cost include food and 
lodging while away from Kiev. 


3. Office Operations: 


Costs include renting a project office in Kiev, heat and electric power, telephone calls and 
fees, general office supplies and miscellaneous translations of official documents and letters. 


4. Training: 


® In-country workshops: Costs include rental of classroom space, and accommodation 
and food for trainees, fees for guest trainers, and their associated travel to the training 
site. 


®Regional internships: These are ten day on-the-job training programs at a well 
developed credit unions in Poland. Costs include round trip ground travel to Poland, 
insurance, accommodation, food and lodging while in Poland and local travel from the 
hotel in Poland to and from the credit union. 


@International Internships: Costs include round trip airfare from Ukraine to the US credit 


union and its support organizations, daily per diem rate as per USAID regulations for at 
least a 17 day stay; insurance, local travel while in the U.S.A., and training materials. 


46 


@Internship Interpretation: Required for Ukrainian speaking (non-english speaking 
Ukrainians) during their training at non-Ukrainian credit unions and at credit union 
support organizations such as corporate credit unions, U.S.A. 


© Training materials: Translations, adaptation and reproduction of technical training 
materials and operational guides. 


5. SCU Incentive Program: 


SCU manager salaries: Project will pay 80% of the SCU managers salaries in 40 credit 
unions during the first (total month salary each manager $83 with the project contributing 
$66 or 80% the first year. Year two the project will pay 60%, 40% in year three and 20% 
in year four. 


SCU development grants are reserved as incentives for the most progressive credit unions. 
Development grants may be used for any purpose which enhance the credit unions growth, 
safety and soundness or financial services to members. Development grants will be made 
conditional on achieve a desired and agreed upon objective and will require at last a 30% 
matching contribution by the SCU. 


6. 


Equipment: 


@®SCU computerization: 
Development of the current PC based accounting system into a multi-user system and add 


performance reporting. 


One desktop computer, monitor, dot matrix printer, lan card, and related software will be 
provided to each credit union which agrees to meet the project’s standards for services and 
accounting/financial transactions. 20 will be provided during each of the first two years 
of the project. Each SCU unit will cost $2500 and conform to the 50% US component 
requirement. 

@Project Office: 

4 desktop computers, four monitors, wordprocessing and spreadsheet and other needed 
software, one dot matrix printer, one laser jet printer, and one modem. Equipment will 


be used by project staff to create training materials, manuals and conduct daily project 
business. 


Office furniture includes desks, chairs, file cabinets, etc. 


®Training equipment includes overhead projectors, flip boards, etc. 
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TECHNICAL ASSISTANCE: 
1. Volunteers: 


Four expert Ukrainian speaking U.S. credit union volunteers will assist in training credit 
union committees and staff in all aspects of credit union organization, promotion and 
operations, each year. For the most part, volunteers will participate in structured workshops 
managed by the local project staff. Costs include $2300 x 4 volunteers round trip airfare to 
Madison and Ukraine, $217 per day per diem in Ukraine and $89 per day per diem in 
Madison for orientation; $630 to cover the cost of recruiting 4 volunteers including 
identification, evaluation and selection; miscellaneous costs include visas, insurance, etc; 
local travel cost include taxi, car, bus, and train for each volunteer. 


2. Paid Consultants: 


Costs include: consulting fees of $332 per day for 3 paid consultants; $1800 x 3 paid 
consultants round trip airfare to Madison and Ukraine, $217 per day per diem in Ukraine and 
$89 per day per diem in Madison for orientation; $450 to cover the cost of recruiting 3 
consultants including identification, evaluation and selection; miscellaneous costs include 
visas, insurance, etc; local travel cost include taxi, car, bus, and train for each paid 
consultant. 


3. Assessment and Evaluation: 


Assessment: Project assessments are carried out by WOCCU at the end of the first and 
second year of the project. These assessments are designed to test results, determine if the 
project is on course and decide what design changes are needed. WOCCU may hire a 
consultant to carry out each assessment or use one of its own staff. 


Evaluation: The impact of the project on credit union development will be evaluated at the 
end of the project. Costs include: consultant fees for an independent consultant, airfare and 
per diem; local travel, recruitment and orientation of the consultant; visa, insurance, 
delivery charges and wordprocessing. 


4. Regional Technology Transfer: 


Cost include fees, airfare, per diem, local travel, etc. for at least one consultancy annually to 
transfer credit union technology from one country’s credit union project to another country. 


5. Program Support: 


Volunteer/Intern program: Cost include 4 person months salary/fringe per year of support 
setting up and implementing internships and programming volunteers by WOCCU’s 
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intern/training coordinator. Other associated costs include travel to U.S. intern training sites, 
phone and fax communication, delivery services and office costs. 


Project Management: Cost include 3.5 person months of salary/fringe for WOCCU’s project 
manager for implementation and technical support to the project. Travel cost include 4 trips 
per year to Ukraine, visas, per diem and local travel. Other cost include delivery services, 
sub-recipient audit, phone and fax and office costs. 
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ANNEX A 


LOGICAL FRAMEWORK 
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LOGICAL FRAMEWORK 


seseetetenetetetatietaetae tata eee 
i 


Promote finanical market deepening and 
competition by developing and strengthening 
the ability of at least 40 credit unions and to 
improve the availability of personal financial 
services to individuals in Ukraine. 


Expand andimprove delivery of savings 
and credit services through SCUs to lower 
middie income members. 


Democratic participation In local and national 
SCU policy making and services. 


prescribed b law 


40 SCUs established, operating and meeting 
meeting atleast five basic operating standards 
and providing savings and loans services to 
thler members. 


Average growth In membership, loans and 
savings of atleast 20% annually. 


Contribution to reserves and capital as 


Average savings and loan balances 
to members. 


Average growth rates In savings, loans and 
membership as above. 


Competitive rates on savings and loans. 
Effective marketing and collection program. 


Open elections at each level. 


Volunteer participation at each level of 
SCU system in policy formation, services 
development and legislation and regulation 
improvements. 


Monthly financial and status reports 
for SCUs. 


Assessment visits to SCUs. 
Products and services offered. 


Ratio analysis of financial and growth 
data from SCUs. 


Analysis of monthly financial reports. 


Business plans and related monthly reports. 
Minuties of board and annual meetings. 
Policy docu ments. 


Services provided. 
Legislative/regulatory proposals. 


Political/domestic stability 
continues. Efforts to privatize 
continue at adequate pace. 
Laws/regulations will be 
enabling vs. controlling. 
Transformation to market— 
oriented economy continues. 


Inflation/salaries permit saving disposable 
income. 


SCU index rates to market norms. 


Law and regulations adequate to ensure 
member confidence In system. 


Members/leaders value democratic process. 


LOGICAL FRAMEWORK 


Eight Local hire project staff. 


12 Short-Term Trainers/Consultants 


16 Volunteer consultants/trainers. 


WOCCU Project monitoring and support visits. 


Intern coodinator and project manager 
managing project and internships. 


Local credit union manager Incentive 
program. 


Regional and Intemational training Intemships 
for SCU managers/leaders/staff. 


Local SCU leaders management time. 


CUNA Mutual Insurance provides saving and 


loan pertection and bonding Insurance to SCUs. 


352 person months 


12 person months 


15 person months. 


16 monitoring and support visits 


30 person months 


1320 person months 


60 person months staff input by host CUs. 


900 person months. 


10 person months 


Time sheets 


Consultant contracts completed/reports. 


Volunteer contracts completed/reports 


Trip reports 


WOCCU Time sheets 


Local manager time reports. 


Host CU reports. 


Meeting records and contribution reports. 


CUNA annual reports 


Current staff continue and additional 
qualified stafff can be recruited. 


Qualified consultants with Ukrainian 
language are available. 


Qualified consultants with Ukrainian 
language are available. 


WOCCU maintains adequate staffing. 


WOCCU maintains adequate staffing. 


Qualified local managers are hired. 


Qualified local managers/leaders are avallable. 


Atleast ten person per SCU contribute one 
day a month. 

Insurance laws permit joint ownership and 
local buyout schedules without undue capital 


40 SCU business plans Implemented. 


Standard SCU accounting/reporting 
system operating in 40 SCU. 


Financial operating standards implemented. 


Adequate growth In savings, loans and 


membership. Reserves maintained and loan 
delinguncy controlled. Market rates applied. 


Computerized accounting system 
operational in 40 SCUs. 


Modified CAMAL system 
reports, evaluation 


Monthly financial and status reports. 


Monthly financial and status reports 


Monthly call reports 


Management training carried out and 
effective. 


Computer program completed and training 
effective. 


Legislation and regulations In place 
which promote safety and soundness. 


LOGICAL FRAMEWORK 
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Standard savings and credit 
union auditing guidelines 
and procedures used in SCUs audits. 


Improved SCU legislation, regulations and 
bylaws approved. 


Safety and soundness program opeational. 


Joint venture Insurance program prowding 
loan protection, life savings and bonding 
to SCUs. 


440 leaders and staff trained in all aspects 
of credit union operations. 


50000 members with access savings and 
loan services. 


2800 credit union members trained In thier 
responsibilites, democratic practices 

and member ownership and control 
processes. 


Audit manuals in use 
Internal audits completed 


Safety and soundness committee overseeing 


audit program. 


Act and regulations passed by approprate 
authority. 

Bylaws inacted and adopted by National 
association and SCUs. 


Following systems in place: 
Examination procedures 
Performance monitoring 
Financial rating system 
Supevisory controls and sanctions 
Workout programs for problems SCUs 


40 SCUs under coverage. 


Operational systems and polices in place 
after training. 


Basic savings and loan products offered 
at market rates. 


Annual general meetings and elections 
resulting in member approved policies 
and democratic elections. 


Audit manuals published 
Audit reports published 
Audit findings Implemented 


Review of act and regulations. 


Annual general meeting records. 


Audit reports — 

Examination reports 

Call reports 

Rating reports 

Internal audit committee reports 
Supervisory agency reports 
Work out business plans 


Insurance agreements. 


Training records and SCU financial reports. 


Savings and loan records and reports. 


Annual meeting records. 


SCU leaders support and implement 
audit findings. 


Govern ment/Central Bank continue 

to support SCU development. 

Leaders trained to adequately understand 
need for approprate bylaws and rules. 


Legislation and regulations provided for 
audit, supervision and intervention by 
supervisory organization. 


Capital requirements are not unreasonable. 


Trainees value training and content. 


Inflation allows for disposible income. 


Members value and protect democratic 
processes. 


ANNEX B 


PROJECT STAFF JOB DESCRIPTIONS 


NAAR YY ps 


Project Manager 

Financial Specialist 

Trainers (2) 

Computer Specialist/Trainer 
Legal Advisor 
Administrative Assistant 
WordProcessor/Translator 
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WOCCU’S RESIDENT PROJECT MANAGER IN UKRAINE 


Job Title: Resident Project Manager/Ukraine 
Reports to: WOCCU’s Project Manager 


Primary Functions: Provide on-site technical assistance and training to credit unions, regional and 
national credit union support organizations and to government of Ukraine on all matters pertaining 
to savings and credit unions. 


Duties and Responsibilities: In collaboration with credit union leaders and the government of 
Ukraine, provide training and support in the following activities: 


l. 


Institutional Development. Assist credit unions in developing the systems, policies, procedures 
and skills required by credit unions in Ukraine. 


. Training. Conduct periodic training needs assessments at the credit union, regional and national 


levels. Assist to prepare an overall training plan for credit unions. Conduct credit union 
workshops for leaders of credit unions in: 

: Organizing credit unions 

- Bylaws and policies 

- Structure 

- Operations 

- Management 

- Services 

: Principles and Practices 


. Promotion. Assist in further developing membership education about credit unions through 


seminars and production of education and promotion materials. 


. Insurance. Assist in establishing and in expanding insurance services to credit unions and their 


members working with CUNA Mutual. 


. Legal and Policy Review. Work with the credit union leaders and government officials toward 


an improved legal (legislation) and regulatory framework for credit unions. 


. Hire, train, supervise or dismiss project staff. 


. Liaison, Reporting and Administrative Procedures. Serve as liaison between WOCCU/WCUC 


and other participating agencies. Prepare and submit periodic progress reports and other special 
reports and studies to participating organizations. Identify need for additional short-term 
technical assistance. 
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Scope of Work 


LOCAL HIRE COMPUTERIZATION AND TRAINING OFFICER 
Job Title: Computerization and Training Officer 
Reports to: Resident Project Manager 
Primary Functions: Support the computerization of credit unions and train SCUs to carry out 
computer based financial transactions and financial management. Also assist trainers to carry out 
general SCU training programs. 
Duties and Responsibilities: 
1. Convert project selected SCU accounting and financial management software to local conditions. 
2. Develop, introduce and conduct model SCU accounting and financial management computer 
based training courses. Provide technical assistance and training to volunteer leaders, study 
groups, and SCUs. 


3. Identify and help resolve problems affecting SCU development, operations and expansion. Assist 
to establish and monitor standards of performance for each key SCU operation. 


4. Provide periodic progress reports as prescribed by management. 


5. Participate in staff development training programs. 
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Scope of Work 


LOCAL HIRE TRAINING OFFICER 


Job Title: Training Officer 
Reports to: Resident Project Manager 
Primary Functions: Organize and train saving and credit union leaders and staff. 


Duties and Responsibilities: 


1. 


Meet with leaders in target areas to gain support for promoting SCUs among potential members. 
Promote SCU idea to potential members. 


. Develop, introduce and conduct training courses. Organize SCU study groups and train 


participants to develop knowledge, skills, policies, guidelines and operational procedures for 
operating an SCU. 


. Provide technical assistance and training to volunteer leaders, study groups, worker savings and 


loan associations and registered SCUs. 


. Identify and help resolve problems affecting SCU development, operations and expansion. 


. Establish and monitor standards of performance for each key SCU operation. Work with SCU 


leadership to develop and maintain member ownership and democratic control. 


. Provide periodic progress reports as prescribed. 


. Participate in staff development training programs. 
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Scope of Work 


LOCAL HIRE LEGAL ADVISOR 


Job Title: Legal Advisor 


Reports to: Local Project Manager 


Primary Functions: Responsible for the development of credit union legislation and regulations 
which are consistent with the international principles and practices of credit unions and ensure the 
safety and soundness of member funds and growth of the credit unions. 


Duties and Responsibilities: 


ie 


8. 


2; 


Review existing legislation, bylaws and regulations from various countries and compare with 
those in effect in Ukraine. Develop an understanding of the operational requirements of credit 
unions and how legislation and regulation impact growth, safety and control. 


. Work with external experts to achieve a broad understanding of the principles, and essential 


components of appropriate credit union legislation and regulations and draft the same for review 
and discussion of Ukrainian and external movement leaders. 


. Write amendments to current legislation and regulation or draft new legislation and regulations 


and promote adoption by responsible government authorities. 


. Support amendments or laws during the governmental reviews. 
. Explain legislation and regulations to credit leaders and staff and regional officials. 
. Assist credit unions to obtain registration under the law. 


. Defend the interest of the credit union system to government and other bodies or persons. 


Continue to promote improvement in the legislative and regulative framework for credit unions. 


Ensure that operational procedures are consistent with the law and regulations for credit unions. 


10.Provide legal input into all matters concerning the credit union system and its operations. 


Qualifications: Law degree and knowledge of laws pertaining to private and public sectors. 
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Scope of Work 


LOCAL HIRE ADMINISTRATIVE ASSISTANT 
Job Title: Administrative Assistant 
Reports to: Resident Project Manager 


Primary Functions: General administration of grant including bookkeeping, claims submission, 
wordprocessing, filing and procurement and logistical arrangements. 


Duties and Responsibilities: 
1. Grant Administration: Compile and submit monthly expense claims to WOCCU. Prepare 
required adjustments. Perform bank reconciliations. Maintain project’s institutional support 


accounts. Adhere to USAID regulations and requirements. 


2. WordProcessing: Produce documents, letters and training materials and ensure proper 
distribution. 


3. Communication: Receive and make phone calls, mail, translate letters and information. 


4. Logistical; Make appointments, arrange travel, schedule events, procure supplies and equipment, 
pay bills, conduct banking. 


ANNEX C 


IN-COUNTRY TRAINING PROGRAM 
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ANNEX C 
7 IN-COUNTRY TRAINING 


In-country training will be targeted toward developing: (a) director, manager and staff 
7 effectiveness; (b) qualified savings and credit union voluntary leadership; and (c) qualified savings 
and credit union managers/treasurers. Training courses will consist of workshops, seminars, and 
formal classes. Project training will develop the basic skills of the national SCU organizations and 
¥ key savings and credit union staffs and will develop within the learning centers the ability to provide 
on-going training to SCU volunteer leaders and staffs. 


The following illustrative training and educational program identifies who and what will be included. 
Training will be provided directly through the project or procured from training organizations based 
in Ukraine. The project and learning center staff and leaders, national SCU organizations and 
other trained leaders, savings and credit union boards and committees, and short-term volunteers 
consultants will make a substantial contribution to the training effort. 


a. Savings and Credit Union Board of Directors 

History of savings and credit unions 

Philosophy of savings and credit unions 

Savings and Credit Union Operating Principles 

Services offered by their particular savings and credit union 

Their duties and responsibilities as a Board of Directors 

Leadership training 

Staff selection, training needs, qualifications, salary scales, statements of duties 
Laws, regulations and bylaws 

Prudential standards 

Principles of financial management. 

Financial responsibilities with emphasis on preservation of value of assets. 


b. President and Vice President 
= @ Constructing an agenda 
@ Conducting meetings (rules of order) 
@ Board vs. staff relations 


C. Secretary 
@ Proper keeping of minutes of meetings 
@ Safekeeping of other documents 


d. Treasurer 
@ Principles of savings and credit union accounting. 
@ Overview of savings and credit union operations 
@® Treasurer-manager relations 
@ In-depth savings and credit union financial management. 
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Audit (Supervisory) Committee 

The Supervisory Committee will be trained in all the general topics applying to the Board of 
Directors. In addition, they will be trained in internal control procedures, safety and 
soundness procedures and standards, investments and delinquency management. They will 
meet at least annually with the examiners and/or external auditor if and when such exist. 


Credit Committee | 
The Credit Committee will be trained in all the general topics which apply to the Board of 
Directors. In addition, they need training in: 


Implementing loan policies 
Credit granting 

Setting loan limits 

Personal financial counselling 
Taking security/collateral 
Evaluating risks 

Consumer lending 

Small business lending 


Managers and Staff 

Because of the high degree of contact with members and potential members, special attention 
needs to be directed to the training of all savings and credit union personnel. Managers and 
staff need training in all the general areas which apply to the Board of Directors. The 
manager should also receive all the training given to committees, including Board-Committee 
relationships with staff. Stress should also be placed on training managers in the areas of 
savings and credit union accounting, staff selection, supervision and remuneration, leadership 
and management skills. Managers and staff should receive training in service functions, 
financial counselling of members, and current and future operating systems. 


Auditors 

Auditors will need to become totally conversant with principles, operations, accounting and 
reporting required by the savings and credit unions. Specialized courses for auditors will be 
prepared and implemented in order to qualify them as SCU auditors. After an initial period, 
all SCUs should be required to be audited by auditors selected from a list of approved 
auditors. 


Members 

The dissemination of information to members will be a key factor in the success or failure of 
the savings and credit union. Members should understand the savings and credit union 
philosophy, operating principles, services available and their rights and responsibilities. They 
need information on how to choose effective leaders and use their democratic rights. 


The education of members can best be carried out by all officials and staff of the credit union. 


Methods would include promotion material, annual and special general meetings, in-house 
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publications, personal contact and discussion groups. The latter could be held weekly or 
monthly with all new members joining since the last meeting encouraged to attend. 


A standard course will be prepared and given to all first-timer borrowers on their rights and 
obligations as debtors to the SCU. 


Potential Members 

They need to be made aware of what the savings and credit union is, the services available, 
the philosophy and operating principles. This can be done in a wide variety of ways, 
including all of those used for members, as well as promotional materials specifically designed 
to market the savings and credit union in general or specific areas. 


Other 

The savings and credit unions in Ukraine must be constantly conscious of the need to keep 
others aware of the movement. Here reference can be made to a number of influential bodies 
important to the savings and credit unions. They include legislators, church leaders, labor 
leaders, and community leaders, who can be mobilized at the local levels. Mailing list at the 
local, regional and national levels will be developed and used to promote the advancement of 
savings and credit unions to these leaders. 


Materials should be supplied to these individuals in the form of promotional material, 
publications, annual reports and statistical reports. Personal contact should be maintained at 
all levels. 


Training Materials 

The worldwide credit union movement has more than adequate material available for 
Ukrainian credit unions and their organizations to use in the various aspects of its human 
resource development program. The following are available and will need to be adapted, 
translated and reproduced. 


@® 15 training modules 

@ Handbooks and manuals 

@ Slide and cassette and video presentations 

@ Credit union marketing and information materials 


Organization of Training: 

The long-term credit union local hire trainers will conduct training workshops for each group 
outlined above. Each course will be planned to utilize short-term volunteer trainers from well 
developed credit unions in a structured training situation. Together, they will be responsible 
for training and developing the technical capabilities of key staff at all levels. 


ANNEX D 


CREDIT UNION INTERNSHIP PROGRAM 
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ANNEX D 


CREDIT UNION INTERNSHIP PROGRAM 


During this four-year program, 60 SCU officials will receive credit union training through internship 
programs. Two leaders and staff each from 15 SCUs will participate in 17-day internships in > 
United States credit unions. Another two leaders and staff from 15 (other?) credit unions will 
participate in similar internships in Poland. 


The interns will be selected from both already-existing credit unions and those in the process of 
forming. Upon their return to Ukraine, the interns, with support of the local WOCCU office, will, 
depending upon the level of their credit union’s operations: 


a. conduct informational and marketing meetings in the community to explain how a credit union 
operates, enroll members, discuss bylaws and explain how to elect officials from the credit 
union’s membership; 


b. organize a formal meeting of the new credit union where the bylaws are adopted and members 
are elected to serve on the board of directors and on the three committees. 


c. guide the credit union in developing and implementing sound financial management disciplines 
and providing members with appropriate financial services. 


WOCCU will identify the U.S. credit unions to host interns and will provide them with guidelines 
for carrying out the training program. The Polish national credit union association will identify 
from its members the credit unions to train interns. Training in the two different countries will 
benefit the interns differently. While the U.S. movement has more advanced services to show the 
interns, the Polish credit unions are in a state of development which is more closely within the reach 
of Ukrainians in the near future. 


Training Curriculum 


WOCCU will provide training curriculum guidelines to the U.S. and Polish credit unions training 
Ukrainian interns. The credit unions will address the following topic areas throughout the training 
program: 


@ Critical nature of savings: Member savings form the basis for lending. The credit union’s 
ability to satisfy borrowers depends on strong member savings. This will focus upon the 
needs of savers and the importance of offering them high quality, convenient, competitive, 
savings products. This will include: 


Deposit and share drafts/checking services: 
a. Types of services 
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b. Related policies 
c. Terms, interest rates 


Asset quality and safety: The demand for loans in Ukraine’s future credit unions will no 
doubt exceed savings for a long time to come. Therefore, training will stress sound credit 
granting practices, the importance of maintaining minimum liquidity levels, building reserves, 
limiting investments in fixed assets, matching asset and liability rate maturities and setting up 
monitoring systems to track trends, spreads, operating expenses, budgeting, etc. 


1. Lending: 
a. Policies 
b. Underwriting standards 
c. Loan terms, interest rates, collateral 
d. Types - consumer, real estate, commercial 
e. Processing 
f. Collections 


2. Financial Management: 


Tg moan op 


. Liquidity standards 
. Matching asset/liability terms 


Pricing - setting interest rates 
Board reporting 
Management reporting 

Trend analysis 


. Capital standards 
. Loan loss provisions 


Dividend policies 
Budgeting 


Marketing techniques: The importance of research, establishing a point of difference, 
monitoring competition, promotion, advertising, cross-selling techniques, etc. This will 
include: 


Marketing: 


TYmMoAAaS DP 


Promotion activities 


. Collateral materials 


Advertising 


. Marketing research 


Product pricing 
Competitor monitoring, strategy 


. Overall strategy 


i. Establishing a point of difference 
li. Segmenting the market 
iii. Selecting a target 


67 


h. Member attraction/Member retention activities 


S) Member service: Meeting needs, exceeding member’s expectations, speed of delivery, 
accuracy, friendliness, providing an array of services, etc. 


Member service standards: 
a. Convenience 


i. Remote access to services 
li. Office hours 
ii. Payroll deduction 


b. Quality 


i. Methods of measurement 

ii. Accuracy of transactions 

ui. Staff interaction with members 
iv. CU facilities 


Interns will observe the following operations, substituting for or collaborating with staff responsible 
for such operations: 


1. 


Operations 

a. Teller 

b. Loans and collection officers 
c. Savings/Investment Products 
d. Share drafts/checking 


Board and committee activities 


Financial management and accounting 
If possible, each intern should be given opportunity to see both a credit union using a 
manual and one using a PC-based accounting system. 


General Management 


Personnel management 
a. Policies and procedures 
b. Recruitment, hiring, discipline, firing 
c. Training 
- Member 
- Employees 
- Board and committees 


Record-keeping and record storage 


Branch operations 
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Credit Union Partnerships 


The U.S. credit unions hosting the Ukrainian interns will be encouraged to develop longer term 
partnerships with the Ukrainian SCUs from which their interns come. Through these partnerships, 
the U.S. credit unions can provide on-going support in such areas as the provision of computers, 
periodic technical assistance visits, continued training and moral support. Thus, the initial 
investment of resources in financing intern and volunteer exchanges has a longer term high return of 
continuing private sector assistance and country-to-country citizen dialogue. 
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ANNEX E 


U.S. CREDIT UNION VOLUNTEER ASSISTANCE PROGRAM 
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ANNEX E 


UNITED STATES CREDIT UNION VOLUNTEER PROGRAM 


Under this project, credit union experts from the U.S. will provide technical assistance to the credit 
union movement in Ukraine. The volunteers will both assist individual credit unions and the 
movement as a whole, for example: 


Assistance to credit unions: Volunteers will come from credit unions which have hosted 
interns and will provide technical advice and guidance to the interns’ credit union or 
organizing group. 


On the basis of the policy development work done during the internships in the U.S. and the 
membership drives of the new SCU, the U.S. volunteer will guide the SCU in defining its 
mission, services to members and strategic place within the financial market. 


The volunteers will also be responsible for completing an evaluation of the internship program 
through interviews with the U.S. host credit unions and with the interns following their return — 
to Ukraine and by observing the impact the interns are making on the development of 
Ukrainian credit unions. 


Assistance to the national movement: the volunteer may provide assistance to the movement 
as a whole, for example, in training of trainers, developing model credit union operating, or 
facilitating strategic planning sessions for the national association. 


WOCCU will contract with the volunteers, whose scopes of work will be designed for the particular 
need the volunteer is to address. The volunteers will typically work in Ukraine for a two-week 
period. The project will cover travel-related costs, and the volunteer’s employer will typically 
continue paying his/her salary during this period. 
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